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contributions of 
UOP RESEARCH 


ridiculous 
relatives... 


The kerosine lamp from Grandmother’s parlor and the sleek new jet 
seem to have nothing in common. Yet both are devices that make use of the 
energy stored in kerosine. 

Crude petroleum is not suitable for either lamp or jet engine. A vast 
technology was needed to convert crude oil into the many highly specialized 
products we know today. UOP research has played a vital role in the 
development of this technology. 

Kerosine lamps are a product of the past, but the jet age and its need 
for improved fuels is just beginning. UOP is constantly finding more economical 
ways of making these fuels possible. 


UNIVERSAL OIL PRODUCTS COMPANY wes eraines, n., u.s.a. 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 





Long Distance pays off 


in extra sales 


‘We acknowledge every order with a Long Distance call” 





reports Marty Freedman, president, 
“Arlene of Hollywood”—Calif. sportswear manufacturer. 


“Not only is it a courtesy that’s appreciated by the cus- 
tomer,” adds Mr. Freedman, “but it gives us a chance to 
discuss and merchandise additional items. On perhaps 20 
to 30 per cent of such calls, we actually make additional 
sales while we’re on the phone.” 


Telephoning your thanks to customers is a proven sales- 
building idea—and it opens the door to bigger orders. 


Long Distance pays off! Use it now . . . for all it’s worth! 


LONG DISTANCE RATES ARE LOW 
Here are some examples: 

Chicago to Grand Rapids 

Pittsburgh to Cincinnati 

Los Angeles to Phoenix 

Birmingham to Washington, D.C. 

Houston to Newark, N.J. 


These are day rates, Station-to-Station, for the first three 
minutes. Add the 10% federal excise tax. 


BELL TELEPHONE SYSTEM 
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Steel for automobiles: another area of growth at 


NATIONAL STEEL 


The automotive industry is now completing 
one of its biggest years. Production will run 
about 11% more than in 1959. And the 
persistent increase in number of families, 
the move to the suburbs, the growth of 
multiple car households all point toward a 
steady and substantial increase in the de- 
mand for cars . . . and the steels of which 
they are made, 


National Steel has long been identified with 
the automobile. The automotive industry is 
America’s biggest customer for hot and cold 
rolled sheets and strip and our Detroit 
division, Great Lakes Steel Corporation, 
has consistently supplied a major proportion 
of these requirements. 


In addition to its dramatic growth as a steel 
consumer over the years, the auto industry 


has constantly provided a fertile field for 
new steel products. Great Lakes Steel and 
also our Weirton Steel division of Weirton, 
West Virginia, have worked closely with 
auto makers to meet this need for the new. 
Weirton, for example, recently developed 
differential-coated galvanized steel to solve 
a special automotive problem, and much 
greater use of galvanized, in this and other 
forms, is plainly indicated for the future. 


In such ways, we have grown along with the 
auto industry and we will continue to do so. 
This is one of the principal aims of our 
current $300,000,000 expansion program. 
For Great Lakes Steel, it includes a sub- 
stantial increase in steelmaking capacity 
and the “mill of the future’—which will 
begin operation in 1961 as the world’s 


fastest and most powerful strip mill and the 
first to have an electronic computer incor- 
porated in its original design. Its assignment 
is to meet peak demands of the auto in- 
dustry with the finest quality steel yet 
produced. 


So, automotive steel is another important 
area of growth in which National Steel 
Corporation, in cooperation with its cus- 
tomers, concentrates its long experience in 
steelmaking and its research facilities on 
exploration of new ways to future progress. 


This STEELMARK of the American 
steel industry tells you a product is 
steel-made, steel-modern and steel- + 
strong. Look for it when you buy. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Great Lakes Steel Corporation » Weirton Steel Company 
Midwest Steel Corporation + Stran-Steel Corporation « Enamelstrip Corporation « The Hanna Furnace Corporation « National Steel Products Company 
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SIDE LINES 


Our Colophon 


A COLOPHON, as many of our readers 
may know, is the little descriptive 
paragraph carried at the end of 
some books, briefly noting details 
of the book’s physical production: 
its type, paper, binding, design, etc. 
Not all books carry a colophon 
(from the Greek 

kolophon, finish- 

ing stroke). Only 

those do whose 

publishers are es- 

pecially proud of 

them. Since we 

at Forses take 

pride in the pro- 

duction and ap- 

pearance of the 

magazine, we 

thought it might 

be appropriate 

just this once 

to carry our own 

colophon. It would 

run something like this: 

“This magazine is com- 
posed on the Linotype, pri- 
marily in Textype, a modern 
typeface specially designed 
to enhance readability. Its 
characteristics are clarity, 
grace, and a lack of any spe- 
cial ‘period’ characteristics 
which might distract the eye. 
Headlines are set in 18 point 
Bodoni Bold, so called after 
Giambattista Bodoni (1740- 
1813), a noted Italian printer 
and designer whose Manuale 
Tipografico, completed by 
his widow in 1818, contains 
279 pages of specimens of 
types, including alphabets of 
about 30 languages. 

“The magazine is printed 
and bound by the Art Color 
Printing Co. of Dunellen, 
New Jersey, one of the 
world’s leading printers of 
magazines, on special 45- 
pound glossy stock. It is 
run off on high-speed rotary 
presses, each of which prints 
the equivalent of 10,000 64- 
page issues an hour.” 

Our “Stock.” For those readers 
who would like to know more 
about the physical production of 
the magazine, we might begin by 
telling about the paper itself. 


The “Body Stock,” which com- 
prises perhaps 80% of each issue, 
is called “45-pound publication 
gloss” because a 500-sheet ream 
25 x 38 inches, weighs 45 pounds. 
Forses’ production department 
chose it for its opacity, its pleasant 

“feel,” and espe- 
cially its ability 
to take a clear, 
lasting print while 
standing up un- 
der the torturous 
pounding of high- 
speed presses. 
The much heav- 
ier, 100-pound 
stock which gives 
our covers their 
brilliantly true 
colors comes from 
West Virginia Pulp 
and Paper’s huge 
Luke Mill, on the 
Potomac River in western Maryland. 
And the 50-pound stock on which 
special advertising inserts are run 
off comes all the way to Forses 
from Kimberly-Clark’s big Kim- 
berly mill in Kimberly, Wisconsin. 

Familiar Faces. No matter what 
its quality, however, paper is not a 
medium of communication until 
something is printed on it. In 1955 
after considerable experimentation, 
Forses’ editors settled upon our 
present “family” of type faces and 
page layout, those which seem best 
suited to Forses’ editorial style and 
objectives. Essentially, they all are 
designed to let nothing stand be- 
tween our readers and the story— 
with nothing ornate or pretentious 
to interfere with the clarity of the 
message. 

If we had the space, we could go 
on at greater length. We could tell 
about the care we take to ensure 
clean, accurate and sharp repro- 
duction of both color and black-&- 
white illustrations. About the work 
of our production department and 
its close liaison with printers and 
engravers. And many other things. 
But space is limited—and so we 
will keep our colophon just long 
enough to let you know that we 
take as great care with the physical 
appearance of Forses Magazine as 
we do with its editorial content. 


FORBES is published twice monthly by Forbes inc., 37° Fifth Ave., New York 11, N.Y. Second-ciass postage paid at Post Office, New Volume 86 
Septeaber 15 York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1960, Forbes inc No. 6 





304 provides a world-wide picture of 


each Marine Corps Unit, including each 
Marine's training experience, and know!l- 
edge of foreign languages. 


now using SM aluonad 


oS at 


past 


The U.S. Marine Corps uses three National 304 Electronic Data Processing Systems: 
Washington, D.C.—-Camp Pendleton, California—Camp Lejeune, North Carolina. 


The National 304 simplifies person- 
nel control... reduces the time re- 
quired to prepare reports . . . and 
provides the U.S. Marine Corps with 
more information—quicker— and 
more complete. 

If you were a Marine, your com- 
plete profile would consist of approx- 
imately 150 items of information .. . 
filed on less than two inches of mag- 
netic tape. Complete Marine Corps 
personnel records, covering 475,000 
men, regular and reserve, can be 
stored on 20 reels of tape—a space 
no larger than a suitcase. 


MBI. 


The National 304, designed for 
high-volume business activity, is now 
being applied to all kinds of business 
—industry, finance, retail, and gov- 
ernment. 

It will pay you to evaluate this 
modern electronic system in the light 
of your specific requirements .. . its 
superior punched paper tape and 
card reading ability . . . its “building 
block” design ...its simplified pro- 
gramming techniques. 

For complete information, contact 
the Electronic Sales Division in 
Dayton, Ohio. 


THE NATIONAL CASH REGISTER COMPANY, vayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 76 YEARS OF HELPING BUSINESS SAVE MONEY 
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304 streamlines 1,000,000 personnel 


changes annually, Reads 2,000 punched 


cards a minute. Prints reports at speed 
equivalent to 290 typists. 


et eG 


504 helps prepare budgets, allotment 


checks, training requirements, and will 
perform other record-keeping tasks. 


304 uses only 27 operating personnel 


to control 475,000 records—saving hun- 
dreds of thousands of dollars annually. 
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READERS SAY 


Good, But Not Unusual 


Why Some People 
Almost Always Make Money 
in the Stock Market 


Wy DO SOME “foolhardy” 

people make money in the 
stock market while others 
“lose their shirts”? What is 
the basic method of preserving 
and multiplying your family 
nest egg? 

After 38 years as a stock 
market investor, writer, 
broker and adviser, G. M. 
Loeb is more convinced than 
ever of the answer: most in- 
vestors have mistaken ideas 
about true financial safety. 

According to Mr. Loeb, who 
is a partner of the noted brok- 
| erage firm of E. F. Hutton & 
Company, it is really more ad- 


Sm: The article which was written 
under the title “Weather Vane” (Forses, 
Aug. 15) has just come to my desk. 

I do think I should clarify an impres- 
sion which may have been obtained from 
one of my responses. The quote “This 
has been an unusually good year” does 
invite a wrong conclusion. I recall hav- 
ing been asked whether the weather 
had been more favorable this year than 
in 1959 and replied that it was and that 
it was indeed fortunate that it had been 
cooler. Although 1960 is cooler so far, the 
number of degree [above normal tem- 
perature] days is below average. It has 
been some time since degree days have 
been above average at the same time 
that rates were at an appropriate level, 
which is the combination needed to pro- 
duce “an unusually good year.” 


G. M. LOEB, a “in one of the 
nation’s foremost investment brokers, 
E. F. Hutton & Company, with which 
he has been associated for 38 years. 





—Rosert A. Hornsey 
President 


Pacific Lighting Corp. | 


San Francisco, Cal. 
Portland Bypassed 


Sm: We have observed with some 
wounded pride the airline route struc- 
tures of United Air Lines and Capital Air- 
lines (“Wing to Wing,” Forses, Aug. 15). 


It seems that Portland is unidentified 


on the map, a situation we find hard to 
justify. For Portland, in terms of daily 
aircraft operations, is the fifth-ranking 
city in the entire United system. . . 
—Joun J. Winn 
General Manager 
The Port of Portland 
Portland, Ore. 


The slight to Portland was uninten- 
tional._—Eb. 


Bigger Grinder? 


Sm: Your reference to the 
Company as “an upstart rival” 


Norton 
(“Car- 


borundum’s Long Grind,” Forses, Aug. | 


15) provoked many a chuckle here. We 
have been whacking away at the manu- 


facture of abrasives, grinding wheels and | 
allied products since 1885. Even with stiff | 
competition from Carbo, and many others, | 
we apparently have led the pack con- | 


sistently since the 1940s. 


With six plants in the US. and 18 in | 


ten foreign countries, Norton’s net worth 
after 75 years stands at $125.6 million. 
The aggregate value of our foreign sub- 
sidiaries totals $25 million. Total sales 

were $175.6 million in 1959. 
—E. B. Know.ton 
Public Relations Manager 
Norton Company 

Worcester, Mass. 


Forses congratulates Norton on its 
progress, notes that Mr. Knowlton’s let- 
ter is newsworthy in its own right; it 
marks the first time to our knowledge 
that closely held Norton has released 
these financial figures.—Eb. 
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vantageous to aim at doubling 

your money than to aim at investing 
it for a 4% to 6% return. And he 
tells why, based upon facts drawn 
from his wealth of successful experi- 
ence. He points out, in this world of 
changing money values, it is risky for 
anyone who has savings NOT to in- 
vest something in stocks. 


Some Startling Advice 


This is just some of the startling 
advice given in his unusual how-to- 
invest book, “THE BATTLE FOR 
INVESTMENT SURVIVAL.” (175,- 
000 copies have already been sold!) 
And here is some more: 

—Your initial investment should 
be SMALL — not more than 
10% of your assets. 

—If properly done there may be 
more safety in short-term in- 
vesting than in long-term. 

—It is considered safer to put a 
small portion of your capital 
into a well-chosen speculative 
stock and keep the rest of it 
uninvested—than it is to put all 
of it in a blue-chip stock. 

—Willingness to keep some funds 
uninvested can be the key to 
big profits. 

—Low-priced stocks are not nec- 
essarily cheap, and high-priced 
stocks are not necessarily ex- 
pensive. 


Based on 38 Years of Experience 


What makes Mr. Loeb’s daring 
rules so impressive is that he is not 
an ivory-tower theorist who has 
merely tested his ideas “on paper.” 
Instead, he is one teacher who for 38 
years has practiced with cold cash 
what he preaches. And with big- 
profit results—for as Newsweek Mag- 
azine says about his book, it is 
“written by a man who has out- 
smarted the market for years.” 

In this book he warns of Pitfalls 
for the Inexperienced . . . the Risks 

. tells What to Look for in Security 
Programs . .. What to Buy — and 
When .. . Advantages of Switching 
Stocks .. . How You Can Profit by 
Taking Some Losses . . . How to De- 
tect “Good” Buying or “Good” Sell- 
ing ... and many other professional 
investment techniques. 


TEN DAY FREE TRIAL OFFER 


Send no money. Just mail the coupon for 
a free-trial copy of Mr. Loeb’s book (to- 
gether with a FREE copy of 
the Neill book). If you are not 
convinced within ten days 
that it can repay its low price [ 
many times over, return it 
and pay nothing. But don’t 
delay. This book tells you 
things you should be doing 
with your money now—in to- 
day's market! Smon and 
Scuuster, Pus.isuers, Derr. 949, 

630 Firru Ave., New Yorx 20, 
N. Y. 





FREE—FOR LIMITED TIME ONLY 


“Tape Reading and Market Tactics” 


the other is Humphrey 
. Neill’s Tape Reading 
and Market Tactics. 
This book is available 
to the general public 
only from the author’s 
private stock at $6 each, 
and he has been deluged 
with orders from all 
over the country! Neill’s 
book will be sent to 
you FREE with your 
order for the Loeb book. 


A national magazine 
recently reported that 
an amateur investor 
made over 2 million dol- 
lars using the advice he 
found in two books 
which he re-read almost 
weekly. One of them 
was Mr. Loeb’s book; 


It is a detailed course 
on how to maxe money 
by reading the tape as 
the professionals do. 


— ee oe ™ 
" Mail For 10 Days’ Free Examination 


Simon & Schuster, Publishers, Dept. 949 
630 Fifth Avenue, New York 20, WN. Y. 


Please send me a prs of ‘The Battle for Invest 
ment Survival,’ aK, Loeb, and a FREE co opy 
ES bm gone Neill’s te Reading and Market 
Tact tirely ON A: VAL. If not convinced 
that ‘the Loeb book book can repay its cost many times 
Le over, I may return the books within ten days and 
nothing. Otherwise I will send only $3.95 plus 

"a ew cents postage as payment in full 





POST. 

ege with, full re- 
pans GUAR add 12¢ sales tax 
a ee ee a — ee eee afd 
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How to take a 
12-state plant 
site tour of the 
South without 
leaving home 





ALABAMA - FLORIDA - GEORGIA 
ILLINOIS - INDIANA - KENTUCKY 
LOUISIANA - MISSISSIPPI - NORTH 
CAROLINA - SOUTH CAROLINA 
TENNESSEE - VIRGINIA 





THE MODERN SOUTH IS so big 


and diversified and has so much to offer that it 
could be a problem knowing where to begin a 


plant site investigation of this fast-growing region. 
But it needn’t be! 


Instead of jumping around haphazardly, call on 
our Industrial Development Department to help 
you. One of our trained industrial specialists can 
give you the facts and figures you are looking for, 
covering virtually the entire South. Confidentially, 
of course—and you won’t even have to leave 
home for your preliminary screening. 


Southern Railway’s Industrial Development 
Department is one of the oldest in the business. 
It works closely with similar organizations in the 
South, both public and private, on state, regional 
and local levels. So, come to us—or we'll go to you. 
Either way, you'll immediately have working for 
you one comprehensive source of plant location 
information covering /2 states in the South. 


Call or write today. No obligation, of course. 
Let us help you...when you “Look Ahead— 
Look South!” 


SOUTHERN RAILWAY SYSTEM 


WASHINGTON, 0. C 


The Southern Serves the South 





Whose famous hands? 
And how does Robertshaw 


give them the touch of 
everyday magic ? 


This attorney’s hands are most famed 
for their magic way with cards. They’ve 
won more bridge tournaments, trophies, 
championships and master points than 
those of any other player in the world, 


Yet the magic of these famous hands 
doesn’t end with the bridge table. For, 
like yours, they perform dozens of 
everyday miracles with the help of 
Robertshaw automatic controls. 


Wherever you live . . . work . . . shop 

. or travel . . . Robertshaw controls 
give your hands the touch of everyday 
magic in this increasingly automatic age. 


10 


The famous hands at home dial springtime 
comfort in winter .. . with an accuracy and de- 
pendability never before approached. For, linked 
with this little dial is a revolutionary automatic 
control for home heating systems . . . using an 
entirely new type of switching system developed 
by Robertshaw’s Grayson Controls Division at 
Long Beach, California. 


To check your identification of these 
famous hands see page 58 


ROBERTSHAW-FULTON CONTROLS COMPANY 


Executive Offices: Richmond 19, Virginia ¢ Eight U. S. 
Divisions ¢ Subsidiaries and/or affiliates in Canada, 
Western Germany, Italy, Brazil, Mexico and Australia. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


UNCLE SAM’S HARASSED MONEY MANAGERS 


The lot of the Treasury’s money managers is not an 
easy one. Even though the currently balanced budget has 
relieved them of raising new money to pay Uncle Sam’s 
debts, it has-not taken off their backs the vast and awe- 
some burden of managing the $286.5-billion national debt. 

If the debt is no longer growing, neither is it getting 
any lighter. With each passing year, in fact, a larger and 
larger proportion nears maturity. This is a legacy of past 
practices under which the Treasury took the easy way 
out. It sold short-term bills and notes to banks rather 
than long-term bonds to individuals and savings institu- 
tions. Under Democratic administrations it conveniently 
ignored most of the text book rules of money management. 

At the end of World War II, more than half of the 
marketable Federal debt did not fall due for five years or 
more. But by mid-1960 the longer-term portion of the 
debt had sunk from $97 billion to just $40 billion—from 
one half of the marketable total* to less than one quarter. 
As against this $40 billion in relatively long-term debt, 
there is now a staggering $73 billion that falls due in from 
one to five years. 

This is not to suggest that the U.S. is going broke. 
Uncle Sam is not about to default. The menace is more 
gradual and more subtle. The shifting ma- 
turities mix means that the inflationary con- 
tent of the debt is growing bigger. Relatively 
long-term bonds tend to be held by insurance 
companies, savings banks, individuals—all of 
whom have probably paid for them out of 
savings. But short-term issues are usually 
sold to banks who pay for them by creat- 
ing deposits for the Government. Short-term 
debt, in other words, tends to create new 
money. When inflation starts, short-term 


*The remaining $97.5 billion of U.S. Government debt 
is not marketable; it is either in the form of savings 
bonds or is owned by Government trust funds such as 


Social Security 


ForBES, SEPTEMBER 15, 1960 


government notes are hardly different from printing-press 
money. 

But even long-term bonds can fall into the hands of 
short-term holders—especially as they near maturity. 
This is what has already been happening to the $28-bil- 
lion group of so-called Tap 24%% issues which fall due 
in 1972. 

The virtual monetization of this chunk of debt would 
certainly be undesirable. The Treasury has already taken 
tentative steps to prevent it. Treasury Undersecretary 
Julian B. Baird recently revealed that the Treasury would 
like to exchange these bonds for new long-term issues. 
The Treasury would offer Tap holders a higher interest 
rate if they would agree to stretch out the maturity of 
their holdings. Baird would also like to shift $20 to $30 
billion of one-to-five year maturities into five-to-ten 
year bonds. Last year the Treasury managed to cut $4 
billion off an $11-billion November 1961 maturity by ex- 
changing longer-term, higher interest bonds with seme 
of the holders. 

The success of all this depends, of course, on the course 
of interest rates over the next few months and on the 
public’s willingness to take longer-term bonds. Uncle 

Sam’s refinancing will have to be handled with 
finesse and patience. 

This is a complex problem and a rather 
undramatic one. Nonetheless, it is pressing. 
This magazine has never believed that defense 
or essential government services should be 
sacrificed to mere monetary considerations. 
But the Treasury’s current debt dilemma 
serves to remind us that he who ignores 
prudent fiscal policy must one day pay the 
piper. We had better pay him now in the 
form of higher interest on the national debt 
rather than later in the form of explosive 
inflation. 





WHAT IS A STOCK SPLIT WORTH? 


In a recent issue of The Exchange, monthly publication 
of the New York Stock Exchange, Chairman Donald C. 
Power of the General Telephone & Electronics Corp. 
has a thoughtful article on stock 
splits. Power is very much in 
favor of them. He is also some- 
thing of an expert in the field. 
Over the past six years General 
has declared two 50% stock divi- 
dends and recently split its stock 
on a three-for-one basis. All in 
all, the General stockholder now 
has 675 shares where he had 100 
in 1954. 

Why all this shuffling of paper, 
this juggling of numbers? Power has some convincing 
arguments. The chief reason, Power notes, is the 
growth of General Telephone itself. As a $2-billion giant 
of communications, General over the past ten years has 
had to raise $331.2 million in common equity capital. 
It had to have a ready market for the shares. This meant 
they had to have a relatively popular price range and a 
reputation for growth. Power’s splits helped provide both. 
Because each new issue commanded a better price than 
the last, moreover, Power was able to protect his share- 
holders against some of the dilution that bedevils so 
many utilities. 

Not every company has been able to get as much 
mileage out of its splits as General Telephone has. Even 
so, stock splits have been popular for many years. Their 
number has slowed only slightly in the generally weak 
market we have had much of this year. In the first half 
of this year, for example, 43 companies on the New York 
Stock Exchange split their stock as against 51 in the 
same period of 1959. 

This popularity is hardly surprising. The company 
gets increased marketability, and stockholders get more 
liquidity and often a paper profit. Some 20 Big Board 
stocks were split in the second quarter of this year. One 
(Universal Match) went up $31.12 a share during the split 
period. Three others (Adams-Millis Corp., Addressograph- 
Multigraph and Minnesota Mining & Manufacturing) ad- 
vanced by roughly $20 each. This during a time when 
the averages were going nowhere. 

But amid the universal rejoicing over splits it is well 
to remember that a stock “split” is just that. The shares 
are divided, but the underlying assets of the company 
remain exactly the same. The split creates no new 
plants, adds no new earnings. It puts no cash in the 
company’s treasury. If the stockholder’s original piece 
of paper was backed by assets worth $100, say, three 
new pieces of paper have a book value of only $33.33 
each. If the old earnings were $9 per share, the new 
will be $3. And 3 x $3 equals $9, no more, no less. 

The split has become a useful and popular part of 


Donald C. Power 
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modern corporate financing. But the effect is psycho- 
logical—no more. To attribute too much virtue to stock 
splitting is to lose sight of the fact that a stock certificate 
represents a proportionate interest in an earning prop- 
erty—not a magic number with numerological qualities. 


us 
z 


MIKE QUILL MEET BILL VANDERBILT 


In what is surely one of the most irresponsible strikes 
in recent history, Transport Workers’ Union Boss Michael 
Quill has shut down the billion-dollar Pennsylvania Rail- 
road system. Representing less than 20,000 of the road's 
74,000 workers, Quill has managed, nevertheless, to shut 
down 10,000 miles of track on the nation’s largest rail- 
road, inconveniencing hundreds of communities and 
threaten the earnings of thousands working in industries 
dependent on the Pennsy for deliveries. 

Boss Quill’s high-handed action is not entirely unex- 
pected. Quill has demonstrated the same attitude in his 
dealings with the hard-pressed Manhattan subway system. 
He has, in fact, long represented in the labor movement 
the spirit that William Vanderbilt was supposed to repre- 
sent among the employers three quarters of a century ago. 

“The public be damned,” Vanderbilt told reporters, and 
although the remark was quoted somewhat out of context 
(Vanderbilt meant that the directors, not public opinion, 
were running the New York Central), the phrase has 
come to symbolize a cynical and old-fashioned capitalistic 
attitude. But when Quill strikes his familiar “the public 
be damned” pose, there is nothing ambiguous or old- 
fashioned about it. That is just what he means. 

In, damning the public, however, Quill is threatening 
the entire cause of labor. His spectacular bullying will 
only add to public displeasure over the growth of labor 
power—and encourage legislation 
against vital industries. 

One of the ironies of this strike is that the railroads 
themselves are, in effect, subsidizing it. Under previous 
labor settlements, the railroads have established unem- 
ployment compensation—with no worker contribution— 
that pays every striking or furloughed employee up to 
$51 a week while he is not working. And this is tax- 
free. Weekly payout to Pennsy workers during the strike 
averages about $3.25 million a week. 

In taking this strike, the Pennsy management is doing 
the only thing it can do. The hard-pressed railroads can ill 
afford the millions of dollars that Quill’s demands would 
cost. They can afford even less to surrender the manage- 
ment prerogatives that he is demanding. For instance, the 
Pennsy could not even rent autos for company use unless 
TWU men perform maintenance on them. 

This kind of featherbedding is not the way to create 
jobs. Neither is Quill’s arrogance the way to create 
public respect for unions. If other labor men are wise, 
they will try putting a silencer on Mike Quill and his 
“public-be-damned” dictatorship. 


restricting strikes 
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Starting right now, you 


Will your child have the money he needs to get to 
college? You can make sure he will. In fact, you can 
insure it. Best of all, you can do it today—through 
life insurance carefully programmed for you by your 
Metropolitan Man. 


As soon as the insurance is in force you can stop 
worrying. When he reaches college age, even if you 
should not be living, the money will be there. But 
even more than that... 


Permanent life insurance is a form of property. It 
can be your constant, dependable assurance that, 
starting right now, specific sums in line with your 
plans for the future will be at hand when you need 
them. Backed by the resources of the Metropolitan. 


Today your insurance can be tailor-made to the 
exact needs of your family—not merely for the edu- 
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can be sure hell make it 


cation of your children but for the mortgage, an 
emergency, your retirement—just about all the fore- 
seeable financial needs you will face. 


Your Metropolitan Man now has the largest selec- 
tion of policies, with the newest and most flexible pro- 
visions and benefits, in all Metropolitan’s history. 

For your family, make sure now and for the future. 
Call your Metropolitan Man today. 


Metropolitan Life 


INSURANCE COMPANY® 
A MUTUAL COMPANY 
1 MADISON AVE., NEW YORK 10, N.Y. 





Allis-Chalmers pumping power 
and 5%-mile undersea pipeline 
now protect Los Angeles beaches 


The citizens of Los Angeles can enjoy a refreshing 
dip in the cool Pacific waters that lap the city’s 
beaches . . . protected from the danger of water 
pollution by a new multi-million-dollar project. 
Key equipment: Allis-Chalmers giant pumps and 
2,500-horsepower electric motors. The pumps push 
600 million gallons of treated waste water a day 
through a huge 12-ft diameter pipeline 544 miles 


out to sea. Contact with sea water, plus normal 
dilution, completely neutralizes the waste and 
eliminates pollution. On this important project, 
Allis-Chalmers also teamed up butterfly valves, 
switchgear, and electrical control . . . provided the 
same caliber of coordinated equipment engineering 
that is available to all communities, large or small. 
Allis-Chalmers, Milwaukee 1, Wisconsin. 


ALLIS-CHALMERS © 


POWER ror a GROWING WORLD 


ForBES, SEPTEMBER 15, 1960 





WALL STREET 





FORBES 


Business & Finance 


Vol. 86 Ne. 6 September 15, 1960 


THE DOW THEORY AT THE CROSSROADS 


Partly discredited by recent failures, the venerable Dow 
Theory stands at what may be the final crossroads. 
It has signaled a major bear market. If the signal 
proves wrong again, even its most faithful followers 


may have to consign 


Even overlooking the current uneasy 
state of the stock market, the Dow 
Theory would have strong claims on 
the attention of anyone who wants to 
be well informed about the market. 
It was, after all, the first technical 
market theory. It remains the base 
on which most other technical systems 
are built. Even the out-and-out 
doubters cannot ignore the Dow 
Theory, for they realize that enough 
investors still follow it to make it a 
fairly potent influence on stock prices 
in its own right. 

But as things now stand, there is 
another and more urgent reason for 
looking closely at the Dow Theory. 
Clearly, and with a lack of ambiguity 
which none of its students can ignore, 
the Dow Theory has signaled a 
major bear market. It did so on 
March 3, 1960 (see chart, “What 
Next?”). On that date, the Dow-Jones 
rail average broke through the pre- 
vious low of 146.65 which it had regis- 
tered in November of 1959. In doing 
so, it thereby confirmed the industrial 
average’s February penetration of its 
previous low, 616.45, set in Septem- 
ber, 1959. All the rallies since then, 
therefore, must be regarded by the 
true Dow follower as simply interim 
recoveries in a basic down-trend. If, 
that is, the theory is correct—or, more 
properly, still correct. 

Yankee Traveler. The man who 
started all this would probably be 
surprised at all the anxiety he was 
causing last month. Were it not for 
an eastern Connecticut man who as a 
young lad had the gumption to quit 
his family’s rocky acres for the more 
fertile fields of journalism, March 3, 
1960 might have passed for just an- 
other 3.2-million share day on the 
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theory to oblivion. 

New York Stock Exchange. Charles 
H. Dow learned his trade from two 
of the ablest newspapermen of his 
time, Samuel Bowles of the Spring- 
field Republican and George W. Dan- 
ielson of the Providence Journal. In 
1880 Dow came to New York as a 
financial reporter, founded Dow Jones 
& Co. in 1882 and the Wall Street 
Journal in 1889, and was editor of the 
latter until his death in 1902. 

These accomplishments alone would 
have earned him a secure place in 
financial history, but Dow did more. 
In the Journal’s first issue he also 
published what was probably the first 
stock market index—the average of 
11 railroad stocks plus Western Un- 
ion, supplemented some half-dozen 
years later by a 12-stock industrial 
index. 

Finally, in Wall Street Journal edi- 
torials appearing between early 1899 
and the summer of 1902, Dow guard- 
edly set forth the first of the principles 
that have since been codified into the 
Dow Theory. 

According to Dow. Dow’s approach 
to the stock market was as follows: 

1) There are three simultaneous 
market movements: the great trends. 
bull or bear, lasting four or five years: 
the swings or secondary movements 
of 20 to 40 days’ duration; and the 
daily fluctuations. 

2) Each movement in line with the 
market's great trend is normally fol- 
lowed by a secondary reaction of 
about half the original movement. 

3) The great trend is shown by the 
Dow-Jones railroad average, the 
trend being up on successive highs, 
down on successive lows. 

4) Stocks discount coming events, 
but “they discount shadows as well 


as substances and often anticipate that 
which does not occur.” 

5) In the long run, stock prices are 
governed by values, which are in turn 
governed by earnings. 

The Revisionists. The theory was, 
however, both codified and substan- 
tially modified by Dow’s disciples, 
notably British-born William Peter 
Hamilton, editor of the Wall Street 
Journal from 1908 until his death 
in 1929, who both publicized and re- 
vised the original Dow Theory in a 
book (The Stock Market Barometer, 
first published in 1922) as well as in 
numerous newspaper editorials and 
magazine articles. Following his death 
the torch passed to Analyst Robert 
Rhea, who in 1932 published another 
book (The Dow Theory) on the sub- 
ject, adding further though minor 
changes of his own. Later analysts 
have made other modifications, but the 
Hamilton-Rhea version is the “official” 
Dow Theory. 

Hamilton and Rhea accepted Dow’s 
first two principles (the three move- 





WHAT NEXT? 


Early this year the Dow gave a bear 
signal. So for the market has not 
carried through. Will it prove another 
false signal? Or will the market re- 
deem the Dow Theory by resuming 
its decline? 
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ments of the market, and the law of 
action and reaction) , though with con- 
siderable modifications.* Their great- 
est change, however, was the doctrine 
that any penetration of a previous high 
or low by the industrial or rail average 
was meaningless unless the other av- 
erage did likewise. “Dow always 
ignored a movement of one average 
which was not confirmed by the other,” 
wrote Hamilton in 1928. Dow’s writ- 
ings in fact contain no word on the 
subject; but ever since Hamilton, 
“confirmation of the averages” has 
been an integral part of Dow Theory. 
Thus, on March 3 the Dow prophets 
were singlemindedly watching the 
rails, to see if they would confirm the 
industrials’ breakthrough that had oc- 
curred the month before. When the 
rails confirmed, the Dow Theorists had 
no choice but to cry “bear.” 

The other major Hamilton-Rhea 
change was a shift in philosophical 
emphasis. As already noted, Dow 
recognized the market’s tendency to 
discount coming events, “shadows as 
well as substances.” Hamilton and 
Rhea transformed the market aver- 
ages into an all-seeing oracle. “Every- 
thing that everybody knows about 
anything with even a remote bearing 
on finance,” wrote Hamilton in May, 
1929, “finds its way to Wall Street, in 
the form of information; the stock 
market itself, in its fluctuations, rep- 
resents the sifted value of all this 
knowledge.” 

Does it Work? So much for its his- 
tory. But does the Dow Theory work? 
In many cases it has, as shown in the 


*For example, at bear or bull markets 
might last from less than a year to several 
years, and are usually marked by several 
distinct phases: bull markets, for instance, 
by a first of reviv confidence, a 
second when stocks respond to improving 
business, and a third wildly speculative 
phase when stock prices outrun values. 
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three charts above. To be sure, the 
turn was not signaled until the market 
had fallen well below the bull market 
highs (or risen well above the bear 
market lows), thus preventing an in- 
vestor from taking complete advantage 
of the newly established trend. 

Still, it is clearly better to recog- 
nize a great trend after it is under- 
way than not to recognize it at all. 
In 1929, for example, any investor 
who still had his shirt would have 
done better to get out when the Dow 
Theory signaled a bear market at 305 
on the DJI than to ride the market 
all the way down below 50 where it 
was some 33 months later. 

Unfortunately, however, there are 
also times when the Dow Theory gives 
what seem, to all save dedicated Dow 
Theorists, like false signals (see chart, 
p. 17). Case in point is the famous 


r—DOW’'S TRADING RULES— 


In addition to formulating his 
theory, Charles H. Dow laid down 
the following commonsense trading 
rules for investors: 


@ Stay with the Trend. It is safest to 
trade with the market's great trend, 
though active traders can (with more 
risk) profit from secondary swings. 


@ Cut losses short. The occasional 
trader should let his profits ride but 
cut his losses, perhaps for the latter pur- 
pose using stop orders. 


@ Don’t get in too deep. It is impera- 
tive that the average investor avoid 
overtrading or assuming excessive risks 
that may cloud his judgment. 


@ In-&-out trading has its limits. The 
greatest profits are made from stocks 
bought at the right time and held for 
months or yeors. 











market decline of 1956-57. Since the 
last previous mild readjustment in 
late 1953, the industrial average had 
climbed almost uninterruptedly from 
255.49 to a spring 1956 peak of 521.05, 
the rail average from 90.56 to 181.23. 
The industrial average, after dipping, 
advanced twice within the next 15 
months to within less than one point 
of the 521.05 peak, then plunged 
to 419.79 between July and October 
1957. Meanwhile the rail average, 
which had been dropping steadily 
ever since May of 1956, fell below 100 
in November 1957. 

Turnaround. Clearly, this was a 
classical Dow Theory signal. The de- 
cline of the rail average had wiped out 
almost all the gains of three bull 
years, while the industrial average, 
after successively violating previous 
lows, was in disorderly retreat. More- 
over, market volume was showing 
what Dow Theory regards as a signifi- 
cant bearish tendency to increase in 
the last and sharpest days of the de- 
cline. Yet near the end of 1957 the 
industrial average began a further 
rise totaling some 250 points. 

To this a devoted Dow Theorist 
might reply that the 1957 movement 
was merely a secondary reaction, for 
the market had not yet begun to show 
the characteristics of a bull market’s 
third and final phase—heavy volume, 
low yields, excessive public specula- 
tion, high prices for cat-and-dog 
stocks, and the like. But all these 
sound like quibbles compared to the 
unmistakable language of the market 
itself. The fact was that most Dow 
Theorists guessed wrong in 1957—at 
least insofar as they followed the 
Theory. 

Things to Come. All of which makes 
the current juncture as important for 
the Theory as for the market itself. 
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For it is doubtful if the Dow Theory 
can be as wrong again as it was in 
1957 and still keep any followers. 

What precisely does the Dow Theory 
say of the current market? In the 
opinion of most Dow Theorists, the 
bull market (see chart “What Next?” 
p. 15) reached its true peak in August 
1959, when the industrial average 
reached a new high of 678.10 and 
thereby confirmed a 173.56 rail peak 
registered the preceding month. In 
January, 1960 the industrial average 
broke through its August high to 
685.47—but without confirmation by 
the rails, which meantime has been 
trending steadily downward. The sub- 
sequent two-month decline that car- 
ried the industrial average below 600 
and the rails below 140 meant, in Dow 
Theorist Richard Russell’s words, that 
a “primary bear market had been 
confirmed.” 

Thus the Dow Theorist today re- 
gards the great trend of the market as 
down. Indeed, his major current in- 
terest is not whether, but how soon, 
the industrial average will break 
through its March low of 599.10, thus 
confirming the continued decline of 
the rails. And he views any rallies— 
so long as they do not exceed the 
peaks set in July and August of 1959 
—as mere secondary reactions com- 
plicating and delaying a general de- 
cline that he expects to continue at 
least for months and probably for 
years. 

Vindication in Disaster. However dis- 
tressing an all-out, extended bear 
market might be to millions of in- 
vestors, the orthodox Dow Theorist 
thus depends on it for vindication. 
Should the Theory prove wrong again, 
it likely would have few listeners the 
next time. 

The simple fact is that the majority 
on Wall Street is betting that the Dow 











WILLIAM P. HAMILTON: 
he codified the Law 


signal this time will prove itself 
wrong. Even among those who re- 
spect the Theory and still apply some 
of Dow’s basic principles, there is a 
growing tendency to agree that the 
fully articulated Theory is no longer 
valid. For one thing, they doubt the 
importance of confirmation by the rail 
average. Railroad movements, they 
reason, no longer faithfully reflect 
economic activity as they did in the 
days when railways were almost the 
only means of moving goods. 
Others feel that the whole Theory 
is probably outmoded. In his famous 
little book, The Intelligent Investor, 
Benjamin Graham came to the con- 
clusion that: “The [Dow Theory’s] 
results from 1897 to 1933 appear re- 
markably favorable; those since 1933 
appear basically unprofitable.” 
Loeb’s Valediction. Gerald Loeb, a 
partner in E.F. Hutton & Co. and one 
of The Street’s most accomplished 











tape-readers, argues that the whole 
chartist approach tends to be self- 
defeating these days. “I suspect,” 
wrote he in his recently published 
Checklist for Buying Stocks, “that the 
number of self-styled tape and chart 
readers has been increasing by leaps 
and bounds. So have the ‘services’ 
based on ‘charts.’ The result is that 
widely understood chart signals are 
more and more losing their signifi- 
cance. 

“Successful chart reading today,” 
he went on, “not only calls for the 
standard and primary knowledge of 
the art, but beyond that allowance 
must be made for the expected gen- 
eral reaction to orthodox chart indi- 
cations. Thus one needs, so to speak, 
double confirmation.” For Loeb, 
practically all of the conventional 
chartists’ approaches have become 
just another psychological factor for 
the sophisticated investor to consider. 
Their signals, while not necessarily in- 
valid, have become extremely difficult 
to read correctly. 

The Faithful. For all the doubters, 
a faithful band of orthodox Dow 
Theorists still rallies around the ban- 
ner. If the bull market resumes or if 
the market remains in its present 
range for any length of time, they, 
too, will probably have to strike the 
flag. 

Even then, however, the work of 
Charles Dow and his disciples will not 
go into the historical ash bin. Stripped 
of the predictive value which it may 
never have had (and which Dow 
never claimed for it), it will re- 
main the best single introduction to 
the technical and chartist approach 
to investing. But unless the stock 
market obliges by collapsing in the 
fairly near future, the Dow Theory as 
a caller of the turns seems consigned 
to oblivion. 
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AUTOS 


NEW HAND 
AT THE WHEEL 


After relegating Abe Sonna- 
bend to the back seat last 
year, Studebaker’s Harold 
Churchill now finds himself 
getting a little of the same 
treatment. 


For THE past two years, Studebaker- 
Packard Corp.* has resembled noth- 
ing so much as a car careening down 
a treacherous highway with assorted 
occupants fighting for the wheel. 

At its bankers’ insistence in the fall 
of 1958, the hard-pressed automaker 
brought in Boston’s bustling Abraham 
M. Sonnabend (top man at Botany 
Industries and Hotel Corp. of Amer- 
ica) as an S-P director. His assign- 
ment: to launch an ambitious diversi- 
fication program and take advantage 
of $121 million in tax-loss shelters. 

Churchill at the Wheel. Last year, 
however, with S-P’s auto fortunes 
turning up sharply thanks to boom- 
ing sales of its Lark series, Sonnabend 
got precious little attention from 
President and Chief Executive Officer 
Harold E. Churchill, an automan from 
away back. Churchill took a firm grip 
on the wheel, sped straight ahead and 
ignored all turn-offs marked “diver- 
sification.” Just three deals, adding 
only 10% or so to S-P’s sales volume, 
were put through. Though retained 
as a director, Sonnabend was shoved 
to a back seat and his diversification 
job given to another. 

But last month, with Lark sales 
running 15% below last year and little 
done in the way of further diversifica- 
tion, S-P announced that yet another 
hand would get a try at the wheel. He 
was 71-year-old Clarence Francis, a 
native New Yorker who had already 
spent a successful lifetime in the food 
business (20 years as president, then 
chairman of General Foods) before 
becoming an S-P director in 1958. 

Francis on the Accelerator. As chair- 
man and chief executive, Francis will 
have to step on the gas to revitalize 
S-P’s hunt for profits outside the auto 
business. The $28.5-million profits S-P 
reported last year were its very first 
since the two companies merged in 
1954, but Churchill has been unable to 
keep up the pace this year. Result: 
faced with a drop in pre-tax earnings 
of some 72% through the first half of 
1960, there was no likelihood that he 


*Studebaker-Packard Corp. Traded NYSE. 
Recent price: 1134. Price range (1960): high, 
2415; low, 84%. Dividend (1959): none. Indi- 
cated 1960 re: none. Earnings per share 
(1959) : $4.36. Total assets: $162 million. Tick- 
er symbol: SK. 
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STUDEBAKER’S FRANCIS: 
now who's in the back seat? 


could use up all of the $16 million in 
tax-loss credits that expire this year. 

Despite belated efforts by Churchill 
to get interested in diversification (he 
acquired two small companies this 
year, was reported to have two other 
deals cooking), the board clearly 
seemed to doubt he could profitably 
use up the additional $95 million in 
tax-loss credits that expire over the 
next three years. Remaining as presi- 
dent, Churchill will tend strictly to 
technical aspects of the business. 

Many interpreted the latest shake- 
up at S-P as a sure sign that Director 
Sonnabend was once again getting a 
respectful hearing at board meetings. 
If he was physically still seated in a 
back seat, he was at least in an ideal 
position to shout suggestions over 
Francis’ shoulder. 


WALL STREET 


GUMMED UP 
WORKS 


It’s rare indeed that trading 
gets frenzied enough to gum 
up the Big Board’s works. 
But that’s what happened in 
the TelAutograph case. 





A NEVER-ENDING source of wonder for 
the man in the street is the almost 
unfailing ability of stockbrokers and 
specialists to match the thousands of 
buy and sell orders pouring into New 
York from all over the country in a 
matter of minutes. The stately parade 
of the ticker prices across the broker’s 
screens bears witness to their success, 
so much so that it sometimes cannot 
match the speed of the dealings. The 
wonder is that this complicated and 
delicate mechanism rarely goes awry. 

Last month it did. Investors from 


all over the country were caught up 
in a wild enthusiasm for the stock of 
TelAutograph Corp., on the news 
that AT&T had approved the com- 
pany’s device for sending written 
messages over ordinary telephone 
service. Their orders to buy Tel- 
Autograph poured into New York 
over the weekend and Monday morn- 
ing August 29. Shortly after the New 
York Stock Exchange opened at 
10 a.m., rumor had it that orders had 
accumulated to buy 155,000 TelAuto- 
graph shares as against a total out- 
standing issue of just 546,751 shares. 
Only 75,000 were reportedly offered 
for sale. How to satisfy the would-be 
buyers? Obviously it could not be 
done with normal Big Board dispatch. 

For the first time in its history the 
Big Board was forced to call a halt 
in trading for one complete day in 
that stock. Then everyone pitched in 
to get things moving again. The stock 
exchange firm of Adler, Coleman, 
specialists in the issue, called in the 
governors and Vice-Chairman J. 
Truman Bidwell to assist in a big 
effort to match the orders. They made 
hurried phone calls to TelAutograph 
directors and large shareholders to 
try and find sellers of the stock. 
Simultaneously, floor traders called 
back to their offices to warn clients 
that they would have to pay much 
more than Friday’s close of 18% 
when trading resumed. Naturally, 
some cancelled, easing the position. 

Nevertheless, it was not until 3:30 
on Tuesday that Adler, Coleman was 
able to open trading and then only for 
one minute, when 80,000 trades were 
made all at a price of 24. Even that 
was only possible because Adler, 
Coleman sold short stock it didn’t 
possess to match some still outstand- 
ing buying orders. By that time the 
enthusiasm had spread to Comp- 
tometer Corp., another company with 
a tele-writing device, and trading had 
stopped in that stock too. 

By the end of the week, trading in 
both stocks was going fairly smoothly 
again. But the SEC was looking into 
the whole matter. There were a num- 
ber of unanswered questions. Had 
someone blown up the news out of all 
proportion in order to unload stock? 
What about the reported sale of Tel- 
Autograph shares by company direc- 
tors? But on the exchange floor, at 
least, trading was orderly again. 

It would probably be a long time 
before such an unusual combination 
of circumstances would again force 
the New York Stock Exchange to sus- 
pend trading in a stock. But the ex- 
ceptional. TelAutograph case was, 
after all, a reminder of how smoothly 
the stock exchange’s delicate auction 
machinery normally works. 
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AIRCRAFT EQUIPMENT 


ANONYMOUS 
DEPARTMENT 
STORE 


Garrett Corp.’s Garrett feels 
he is neglected—by every- 
body except the customers. 





WHEN HE can take time from the 
cares of running a highly technical 
$200-million-a-year business, Garrett 
Corp.’s* John Clifford Garrett con- 
fesses to feeling a little neglected. 
“We don’t get publicity for missile 
contracts or space exploration gadg- 
ets,” complains he, “so people ignore 
us. They just can’t understand that 
we're in everything.” 

Diversity & Anonymity. “Everything” 
does indeed describe the product line 
of the company Cliff Garrett founded 
in 1936. From its laboratories and 
assembly lines pour 2,000 different 
aircraft and missile components and 
accessories. Garrett gadgets go into 
27 missile programs and the X-15 
rocket plane, as well as Project Mer- 
cury, the Government’s program for 
manned space flight. More prosaically, 
Garrett also turns out a flood of cabin 
air compressors, air turbine starters, 
instruments and similar items for 
manned aircraft. 

This diversity tends to keep Gar- 
rett off the front pages. Because its 
products are involved in so many 
projects, there is no one glamour 
project it can call its own. But this 
diversity is also the key to its suc- 
cess. For what Cliff Garrett actually 
runs is what Wall Street likes to call 
a “department store of the air.” 

Whatever space or aircraft proj- 
ects catch the Government’s (or the 
airlines’) fancy, their manufacturers 
are likely to come shopping for parts 
at Cliff Garrett’s. 

Bustling Business. Never was the 
Garrett store functioning more 
smoothly than last month. After 
taking a close look at his books, Cliff 
Garrett announced that for the fiscal 
year ended June 30, Garrett Corp. 
increased its sales by 16% (to $224 
million) and its profits by 17.5% (te 
$5.42 a share). Both earnings and 
sales were the highest ever. 

Even better, Garrett went on, the 
company was finding more civilian 
customers for its wares, thus cutting 
down its dependence on the Penta- 
gon. While Garrett Corp.’s backlog 
had dropped on a year-to-year basis 


*Garrett Corp. Traded NYSE. Recent price 
51%4. Price range — a 54%; low, vaai. 
Dividend faseal i - ay 
Indicated al 1961 avout: rnings 


share (fisca! Se 4 
$ios. 7 1 Ticker oe 1: 


ForBES, SEPTEMBER 15, 1960 


AUXILIARY POWER UNITS FOR MISSILES: 
the trick is to keep ahead of the customers 


from $114 million to $94 million, the 
commercial share of that backlog ac- 
tually was up slightly. 

Copying Customers. Still, admits 
Cliff Garrett, running a department 
store of the air is not an easy job. 
Garrett never knows when his cus- 
tomers will decide it is cheaper to 
turn out a part themselves instead of 
buying it from Garrett Corp. Aware 
of this problem, Garrett tries to stay 
one step ahead of his customers in 
finding new products. 

So far, Garrett has been able to 
stay ahead. “Look at the space 
field,” he points out. “We started in 
it away back in 1938. We started by 
pressurizing cabins, because it was 
obvious that stratospheric flight was 
coming.” Adds Garrett: “Everybody 
said a pressurized cabin would make 
a plane like a battleship.” 


GARRETT’S GARRETT: 
“people ignore us” 


Nevertheless, developing and stock- 
ing the latest models in this fast- 
moving, tricky business is a full time 
job. It leaves Garrett little time to 
worry about his relative anonymity. 
Says he: “Everybody copies us, but 
we just keep our mouths shut and 
work away.” 


FOREIGN BONDS 





* 1941, 


GREEK 
WITHOUT GIFTS 


That price flurry last month 
in defaulted Greek bonds 
was only another false alarm. 
Hope springs eternal in the human 
breast: 
Man never 
blest. 


is, but always to be, 


—ALEXANDER PoPE 


Hoptnc to be blest last month were 
an unknown number of Americans 
who grimly cling to, or gamely specu- 
late in, an estimated $36 million worth 
of Greek bonds originally floated long 
before World War II. A portion of the 
total, $9.5 million worth of Athens 
Water Works 8% bonds, has been in 
default on interest payments since 
in default on principal since 
1952. The balance, the Greek gov- 
ernment 7%s of 1924 and the 6%s of 
1928, have been in default on interest 
since 1941, are theoretically due to be 
retired in 1964 and 1968 respectively. 

Tingling Spines. Last month’s ground 
for hope was yet another visit to New 
York of peripatetic Nicholas Gazis, 
legal counsel to the Bank of Greece, 
who has been meeting and “talking 
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things over” with American bond- 
holders intermittently over the past 
six years. The fact that Gazis was 
once again “talking” was enough to 
send a renewed small tingle up bond- 
holders’ spines and put a little life in 
trading on the bonds. 

As it happened, there were also 
other reasons for revised hopes. 
Greece, which is as hard up for credit 
as any nation in Europe, had sought 
loans from the World Bank, only to 
be turned down flat because of the 
default on its prewar debt. And 
though the Greek government has 
shown interest in joining the Euro- 
pean Common Market, the Common 
Market countries have been conspicu- 
ously less than anxious to let her in 
due to the default. Obviously, bond- 
holders concluded, Greece now has a 
strong motive to clean up its debts. 

Thus as word of Gazis’ arrival 
spread, trading in the Greek bonds 
perked up smartly in New York. So 
did prices, the 7%s rising from $30 to 
$35 (on each $100 of face amount) in 
a matter of days. Nor had Gazis’ visit 
gone unnoticed in London, where the 
pound sterling equivalent of more 
than $110 million in Greek bonds was 
kicking around. In London, a 6% 
Public Works issue rose 17%, although 
with characteristic City reserve it took 
two weeks to do so. 

Relapsed Hopes. Alas, Gazis left 
New York late last month without 
making any perceptible progress to- 
ward an agreement with American 
bondholders, indeed without even a 
hint as to when—or if—talks might 
resume. When he left, the Greek gov- 
ernment stood no higher in the eyes 
of the international financial commu- 
nity than it had before he came. In 
New York, 7%s dropped back to 30. 





UNLEAVENED PROFITS 


General Mills’ return on equity hos 
been on a declining trend and for fiscol 
1960 (ended 31st) tell below thot 
of No.2 miller, Pilsbury forthe five! hme 
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CONVEYING SECTION OF “AIR SPUN” MILLING PROCESS: 


FOOD PROCESSORS 


CONSIDER 
THE PYRAMID 


the Pharaohs, 





Emulating 


says General Mills’ chairman, 
is the essence of business 
philosophy. 


“Business,” says philosophical Gerald 
S. Kennedy, 65, chairman of General 
Mills Inc., the world’s largest flour 
miller “can be compared with the 
obelisks and pyramids of Egypt. The 
obelisk is like the single service com- 
pany: those narrow pillars of stone 
have mostly crumbled under the ero- 
sion of the ages. But the multi-service 
company, ah, it is like a pyramid. 
Built on a broad base, those marvelous 
artifacts stand as sound as in the days 
of the Pharaohs.” 

Sound Footing? In his own business, 
Kennedy has frankly taken the pyra- 
mid as his model. Using General Mills’ 
huge flour milling business as a broad 
base, he has labored to build up upon 
it successive layers of such narrower- 
volume food specialties as Wheaties, 
Bisquick, and Betty Crocker cake 
mixes, to which in turn he has added 
pet foods, organic chemicals and 
pharmaceutical intermediates. Lastly 
he topped his structure with a “me- 
chanical” division, assigned to work 
up such rarefied products as digital 
computers, remote-controlled manip- 
ulators and space balloons. 

Kennedy’s rationale is straightfor- 
ward. “Flour milling,” he observes, 
“involves the simple conversion of a 
basic commodity into a usable prod- 
uct, and it is a low-profit business. 
Mechanical operations, chemicals and 
branded products, by contrast, all 
offer larger margins.” 

The one trouble is that Kennedy’s 
theory has been far more beguiling 


a simple process, a low profit rate 


than its practice. Multifold as its 
operations have become, General 
Mills’ profits have shown no bene- 
fits. In fact, the $11.5-million net in- 
come it earned in fiscal 1960 (ended 
last May 31) was virtually identical 
te what it was earning ten years ago. 
But dilution had watered earnings 
per share down by 18 cents to $1.46. 

Ironically too, the industry’s obelisk, 
Pillsbury Mills, which has stuck to 
its food business, has increased its 
net from $2.8 million to $6.5 million 
over the last decade. 

Wageless Labor. Kennedy is stick- 
ing steadfastly to his philosophical 
model even though recent events have 
not exactly been encouraging. Fiscal 
1960 was a difficult year for both big 
millers. Yet the price-cutting corn- 
petition that developed actually 
eroded the pyramid more than it did 
the obelisk. While Pillsbury’s net fell 
17.3%, General Mills’ dropped 31.6%. 

Just the same, Kennedy believes 
that both this setback and General 
Mills’ downtrend in return on equity 
are anything but discouraging to his 
pyramid thesis. “Our diversification 
program,” he explains, “has called for 
acquisitions and sizable additional in- 
vestments. Our rate of new product 
introduction has been high. All this 
takes time to show up in profits.” 

As an example, Kennedy cites the 
expensive research needed to develop 
such new processes as General Mills’ 
Bellera “Air Spun” milling system, 
which he describes as “the most revo- 
lutionary development in the flour 
milling industry in 50 years.” Says he: 
“This has not yet had an opportunity 
to contribute importantly to profits.” 

Kennedy takes encouragement too 
from the fact that, even in difficult 
fiscal 1960, General Mills’ profit mar- 
gin stayed ahead of Pillsbury’s, by 
5.6% to 5.1%. Adds an aide, well-im- 
bued with the philosophy: “After all, 
a pyramid is not built in a day.” 
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“INDUSTRIAL EQUIPMENT 





THE RELUCTANT 
BORROWER 


Wade Harris shuddered 

when he sat down to sign 

Midland-Ross into debt, but 
now he’s glad he did so. 


Wane N. Harris, president of Cleve- 
land’s Midland-Ross Corp.,* has al- 
ways been one of those businessmen 
who are a little bit old-fashioned 
about borrowing money. “I just don’t 
like to see any company I run get into 
debt,” he often said. When Harris 
came over from Murray Corp. in 1955 
to run the $80-million-a-year maker 
of automobile and truck frames, he 
was delighted to find Midland-Ross 
was completely debt-free. 

But last year Harris found himself 
in the position of having to swallow 
his principles. With profits from its 
auto parts business in a persistently 
declining trend (from $13.13 a share 
in 1950 to $4.20 in 1956), Midland- 
Ross needed diversification. Doubly 
so since it was placed on notice that 
it would lose its Chrysler car frame 
business by the end of the 1959 pro- 
duction run. 

Needed: A Merger. Midland-Ross 
obviously needed a merger. There 
was a promising one at hand in the 
person of Surface Combustion, a $45- 
million-a-year maker of industrial 
heating and air-conditioning equip- 
ment. The only trouble was that Mid- 


*Midland-Ross Corp. Traded NYSE. Recent 
rice: 54%. Price range (1960): high, 5934; 
ow, 4834. Dividend (1959) : $3. Indicated 1960 

yout: $3. Earnings per share (1959): $4.71. 

—/ assets: $71.2 million. Ticker symbol: 


TRUCK FRAME ASSEMBLY LINE: 


land-Ross didn’t have enough cash in 
its treasury to handle the $23-million 
purchase price. Nor did Harris want 
to trade stock. 

“I said to myself,” explains Harris: 
“*Maybe I’m crazy, but I can’t see 
watering down our § stockholders’ 
equity by trading stock at these prices. 
I guess we'll just have to go out and 
borrow the money—much as the idea 
goes against my grain.’” 

Midland-Ross did. With $5 million 
in treasury cash and the proceeds of 
an $18-million loan from banks and 
insurance companies, it bought Sur- 
face Combustion last November. Help- 
ing to console Harris for the new debt 
on his balance sheet was the fact that 
the Surface Combustion acquisition 
would drop Midland-Ross’ dependence 
on the automotive market from 68% 
of sales to just 39%. Since most of 
that 39% was in the form of such 
products as air brakes, frames and 
power brakes, most of which go to 
truckmakers rather than automakers, 
Midland-Ross was finally free from the 
dependencé on Detroit that had nearly 
proved its undoing. 

Beating the GNP. “We may owe 
some money,” said Harris, “but we’re 
a growth company now. We don’t 
have any oil in our backyard or any- 
thing explosive, but I’m convinced 
we can grow faster than the 3% or 
4% annual increase in the GNP.” 

Last month Harris was happily 
pointing to the first results. For the 
first half of 1960, Midland-Ross’ earn- 
ings jumped 10% to $3.12 per share, 
in spite of generally slow business 
and the loss of the Chrysler orders. 
For the full year President Harris 
was confidently predicting: “We'll 
have sales of $120 million and earn- 
ings of at least $6 per share.” By 
comparison, last year’s total sales 


diversification was doubly needed when a major customer bowed out 
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MIDLAND-ROSS’ HARRIS: 
he loathes debit and dilution 


were just $89 million, earnings $4.71 
per share. 

Still Uneasy. Even so, Harris can- 
not entirely overcome his discomfort 
at being in debt. He says he has 
turned down several good opportuni- 
ties to merge because they would have 
involved more bank borrowing or 
equity dilution. “We won’t be acquir- 
ing any more big companies until our 
debt burden is considerably lighter,” 
declares he, “and as long as we have 
debt, earnings will be used to pay off 
what we owe and we'll keep the divi- 
dend unchanged.” 


BUSINESS ABROAD 


LONDON 
TEA PARTY? 


Was that a mere tempest in 
Typhoo’s teapot? Or are 
American takeover bids in 
for a colder look in Britain? 





Every time an American company 
puts in a takeover bid for a well- 
known British company, the tempera- 
ture in English teapots rises to a slow 
boil. In Parliament, right-wing Tories 
grieve the death of empire, and left- 
wing Labourites shout of “selling the 
country down the river to the Yankee 
capitalists.” In their clubs, Old India 
Hands grumble about “upstart co- 
lonials who don’t know their place.” 

Change of Heart? Yet ignoring such 
sentiment, by and large the British 
Treasury has taken a sober economic 
view of things and quietly approved 
most of the deals. In the classic 
Reynolds Metals-Alcoa struggle for 
British Aluminium, in fact, it was the 
Treasury figures (showing that Brit- 
ons owned just as large a slice of 
American industry as the Americans 
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owned of Britain’s) which spiked the 
guns of left-wing critics of the deal. 

Britain’s official liberality may be 
changing. Last month, while there 
was no change of mien discernible 
under the bowler hats ef the Treas- 
ury’s tight-lipped officials, there were 
signs of what may well be a change 
of heart. Out of the blue the Treasury 
turned thumbs down on a bid by Na- 
tional Dairy Products for Typhoo Tea, 
Britain’s fastest-growing tea firm. 

The official reason for the turndown 
was an exchange of shares called for 
in National Dairy’s offer. In the past, 
the Treasury has frowned on deals on 
anything but pure cash terms. Yet 
it was not an entirely convincing ex- 
planation. As the authoritative Lon- 
don Economist noted, “The logic of the 
Treasury’s insistence on cash deals... 
looks increasingly faded.” The all- 
cash principle was formulated in an 
era when the dollar commanded a 
high premium in London, whereas 
now no significant premium exists. 
Thus, concluded the Economist, the 
effect of the Treasury’s insistence on 
its old ruling “is to keep down the 
number of foreign takeover bids. Has 
this, one wonders, become the real 
point of the restriction?” 

Teapot Tempest? Possibly, however, 
the Economist was making too much 
of the incident. Government officials, 
notoriously Britain’s most devoted tea 
drinkers, perhaps merely shrank from 
the thought of an alien spoon intrud- 
ing on the subtle mysteries of their 
teapots. Exclaimed one venerable 
Treasury clerk last month: “Why, I 
hear those Americans use tea bags!” 





Company 


lonics, Inc. 


$402,843 
High Voltage Engineering 65,271 
Cutler-Hammert 214,677 
Cramer Controls 400,390 
Raytheon** 659,992 
Textron Electronics 750,000 
Tracerlab, Inc. 494,116 
Camco, Inc. 282,000 
itek Corp. 440,000 


Geotechnical Corp. 300,000 





CAPITAL VENTURES 


With an eye to the up & coming, rather than to the 
already high & mighty, American Research and Develop- 
ment Corp. puts its money into small, little known 
companies for the most part. Here are ARD's ten big- 
gest investments at present, as valued in its portfolio. 


Value 
Cost (as of 6/30/60) 


$7,890,792 
4,654,519* 
3,027,408 
2,164,157 
1,612,522 
1,312,500 


1,212,044 


*After distribution to ARD stockholders of High Voltage stock recently valued at $10 million. 
tReceived in exchange for securities of Airborne Instrument Laboratory, Inc. 
change for shares of Machlett Laboratories, Inc. 


CLOSED-END COMPANIES 


CLASSROOM 
TO BOARDROOM 


“We're a movement, not a 
business,” says scholarly 
Georges Doriot of American 
Research and Development. 
Whatever it is, it’s highly 
profitable these days. 


THE LIBEL persists—even in these post- 
Sputnik days—that those who can, 
do, while those who can’t, teach. But 
for some time now, Georges Frederic 
Doriot, the suave, scholarly man who 
runs Boston’s American Research and 
Development Corp.,* has quietly been 
doing extremely well at both. 

Ever since ARD was formed in 
1946, French-born Doriot has been 
shuttling back & forth from a class- 
room at the Harvard Business School, 
where he is a full professor, to the 
downtown Boston headquarters of 
ARD. There, as president of ARD, 
Doriot must decide where and how 
to invest the closed-end investment 
company’s $31-million in assets. To 
assist him, Doriot counts chiefly on 
a seven-man staff, six of whom he 
recruited in his own classroom. 

Summa cum Profits. Long before it 
became popular to do so on Wall 





*American Research and Development 
mg Traded over-the-counter. Recent price: 
25. Price range (1960): high, 28; low, 11%. 
Dividend (1959): 10c plus 3315c capital gains. 
Earnings per share (1959): 10c. Total assets: 
$30.8 million. 





Field of Interest 


Demineralization for water and 
industrial solutions 
Electrostatic and other particle 
accelerators 
industrial controls, 
instruments 
Electromechanical timing controls 


electronic 


Military & industrial electronic 


+ + 


Pp and sy $ 

Electronic test systems, radio 
transmission & receiving gear 
Nucleoni measure- 
equipment 
recovery 





deterti. 





ment & control 
Oil field secondary 
equipment 
Data storage, photocopy equip- 
ment, space technology 
Earth vibration detection gear, 
data storage systems 


945,625 
775,000 
300,000 


**Received in ex- 








ARD’S DORIOT: 
big ideas in a small garage 


Street, Doriot and his young academi- 
cians dedicated themselves to the 
seemingly egg-headed proposition that 
investing hard cash in tiny companies 
with unproven ideas can yield big 
profits. With ivory-tower indifference 
to conventional balance sheet criteria, 
Doriot searched out small companies, 
or even lonesome entrepreneurs in 
dirty garages. Thus, Doriot’s invest- 
ment portfolio is loaded with names 
that few investors would recognize 
(e.g., Adage, Inc., a data processing 
and control equipment maker). Only 
half the companies in his current 32- 
company portfolio even publish an- 
nual reports. 

It may be unorthodox, but it works. 
No other closed-end investment com- 
pany has come close to matching 
Doriot’s record in recent years. Since 
1953 the Standard & Poor’s 500 stock 
average has jumped more than 100%, 
but Doriot’s ARD portfolio has in- 
creased more than 177% in net asset 
value. Through the first half of 1960 
alone, Doriot reported last month, net 
asset value jumped 31%, from $19.80 
per share on December 31 to $26.01 
on June 30. The roaring pace even 
outstripped the Standard & Poor’s 
average of seven electronic com- 
panies, which was up 20% through 
the first half of 1960. 

Good as such comparisons make 
ARD look, the idea of being thought 
of as an “electronics” or otherwise 
“exotic” investment company is odious 
to Doriot. “We're interested in ideas, 
not words,” says he. Electronics looms 
large in his portfolio, to be sure, but 
he also has a stake in publishing a 
newspaper for physicians (Medical 
Tribune), a process for turning 
brackish water into fresh (lonics, 
Inc.) and oil drilling and secondary 
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recovery processes (Diamond Oil Well 
Drilling, Camco, Inc.). 

Nor is Doriot content to put up his 
money and wait for results. “We take 
ideas and men—the two go together, 
of course—and help them build com- 
panies with our money,” says he. 
Sometimes, as in Ionics, ARD puts up 
all the working capital. For such rea- 
sons, ARD insists on having a strong 
say in the management of most com- 
panies it has a stake in. Doriot him- 
self is a director of five of the com- 
panies in his portfolio. Here again, 
ARD differs from most present-day 
investment companies. 

Theory and Practice. “When we find 
the man and the idea,” Doriot ex- 
plains in his rich French accent, “we 
invest just enough money to get them 
started, then see how much more we 
should commit.” The theory has 
worked — sometimes _ brilliantly — in 
practice. One of Doriot’s earliest in- 
vestments, in late 1946, was a $65,000 
loan to three men working in a garage 
in Cambridge, Mass. to produce par- 
ticle accelerators, a key tool in atomic 
research. As in many ARD ventures, 
Doriot held a note for the money— 
but he also held an option to convert 
the note into a substantial chunk of 
equity in the company. Convert he 
did as the company grew to become 
High Voltage Engineering Co. The 
common stock Doriot eventually re- 
ceived for an initial stake of $65,000 
had a recent value approaching $15 
million ($10 million of which he sub- 
sequently distributed to ARD stock- 
holders). 

Nothing else in his portfolio has 
yet come close to the High Voltage 
phenomenon. Some venture capital, 
he confesses, has simply gone down 
the drain. Yet in the past 14 years, 
Doriot and his Harvard men have been 
right often enough to build stock- 
holders’ capital of $11.1 million into 
assets of $30.8 million—with almost 
all the growth coming in the past 
seven years. 

As new ideas and new men are un- 
covered, Doriot expects to take capi- 
tal gains profits and plow them back 
into new projects. Having raised some 
$8 million in new capital through 
the sale of 350,000 common shares last 
month, thereby expanding the num- 
ber outstanding by about 30%, Doriot 
doesn’t see any reason to offer more 
shares in the near future. Professor- 
President Doriot foresees no end of 
opportunities to blend theory and 
practice in the pursuit of profit. “We 
are a movement, not just a company,” 
says he. “A commercial bank lends 
only on the strength of past successes 
and proven assets. I want money to 
do things that have never been done 
before.” 


ForBES, SEPTEMBER 15, 1960 


TEXTILES 


SHORT-LIVED 
RECOVERY? 


Textilemen have not yet 

quite kicked the overproduc- 

tion habit, but at least they 

seem more willing to take 
the logical cure. 


Just a year ago, textilemen were 
brightly cloaked in optimism. Phrases 
like “historic turning point” were the 
fashion, accented by authoritative talk 
about how mill capacities, after 40 
years of trimming, had at last come 
into balance with actual demand. 
Typical of the optimists was James 
Spencer Love, president of Burlington 
Industries, biggest textile producer in 
the country. “The textile industry,” 
Love said flatly, “has entered a period 
of recovery from the depressed years.” 

Cutbacks. So it seemed—for a while. 
Last year Burlington, along with the 
rest of the industry, turned in its very 
best earnings in a decade. But by 
last month that heralded “period of 
recovery” seemed somewhat short- 
lived. Spencer Love, late in August, 
suddenly announced that he was cut- 
ting back his print-cloth division from 
a six to a five-day week, slashing 
Burlington's over-all production 11% 
below year-ago levels. More cuts were 
possible if Love’s inventories should 
start climbing. “Most of the indus- 
try,” Love predicted, “is likely to pur- 
sue a similar policy.” 

Sure enough, the very next day 
Caesar Cone, president of ninth-rank- 
ing Cone Mills, reported that some of 


FABRIC-FINISHING AT BURLINGTON: 


his mills had been running only four 
days a week recently. “There’s been 
no drastic curtailment on our part,” 
said he, “but we’re running less than 
we'd like to.” 

Thanks to Love’s acquisition of 
carpet-making James Lees & Sons 
earlier in the year, Burlington’s $28.8- 
million net profit in the first nine 
months of its current fiscal year 
(which ends September 30) is already 
more than the record $27.6 million it 
earned in all of 1959. And Cone, 
which is on a calendar year, fully 
expects to match or beat the $5.3 
million it earned in 1959. 

But last month’s cutbacks seemed 
a sure sign that on the strength of 
1959’s strong demand textilemen had, 
seemingly out of habit, once again 
been weaving too much cloth. One 
telltale: prices on such bellwether 
fabrics as print-cloth have lately 
turned soft after staying quite firm 
through 1959 and early 1960. 

Inside the industry, however, even 
the most insistent pleaders for self- 
discipline were more compassionate 
than angry last month. “It is so easy 
to step up production in our business,” 
says M. Lowenstein’s Treasurer Ed- 
ward Goldberger patiently. “If you 
run the same plants six days a week 
instead of five .. . boom! You've just 
increased your output 20%.” 

Yet even outsiders agreed that, if 
the industry hadn’t quite kicked the 
overproduction habit, at least it 
seemed more willing to take the only 
cure by cutting back quickly and 
decisively. “There is an increasingly 
widespread determination in the in- 
dustry,” reported Burlington’s Love, 
“not to go back to the old days of 
violent cyclical swings.” 


~ >} 
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seemingly out of habit, a slight case of overproduction 
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CAPITAL GOODS 


LAG OR 
STRETCHOUT? 


To judge by Babcock & Wil- 

cox’s order backlog, the cap- 

ital goods cycle is out of 
whack. 





A BOILERMAKER, as every barfly knows, 
is a shot of whisky followed by a 
beer chaser. For Babcock & Wilcox,* 
America’s No. One boilermaker and 
producer of other steam-generating 
equipment, the capital goods business 
provides the same sort of unequal 
stimulation: a high-powered draught 
followed by small beer. 

Every five years over its recent his- 
tory, B&W’s order backlog has risen 
to a peak, closely paralleling capital 
spending by.electric utilities. Because 
of the time it takes to build its mas- 
sive gear, this peak gives a whisky- 
like jolt to B&W’s earnings over the 
following year or two. 

Out of Whack. Then comes a re- 
lapse. Thus, after backlogs reached a 
record peak of $427 million at the end 
of 1956 (previous peak: 1951), B&W 
earned a record $16.5 million in 1957, 
an impressive $13 million in the re- 
cession year of 1958. On past per- 
formance, then, 1960 should have been 
a time when a new peak in back- 
logs was abuilding. Instead, conceded 
B&W’s Financial Vice President Alan 
E. Phin last month, “The cycle seems 
out of whack. We ought to be getting 
orders now, but we just haven’t got 
what we expected.” 

At mid-year, B&W’s backlog stood 
at $288 million, down a bit from the 
$301-million level at the end of 1959 
and not very far above the $237.5- 
million total at the end of 1958, the 
low point in the cycle. 

As Phin sees it, there is a possi- 
bility that the cycle may simply be 
lagging a bit. “The steel strike last 
year and the 1958 recession,” he says, 
“might have thrown it off by nine 
months or so.” Possibly, too, the na- 
tion’s electric utilities were simply 
stretching out their new orders. “We 
know there’s a good deal of business 
around somewhere,” says Phin. “Per- 
haps the utilities are just waiting for 
business in general to pick up.” 

Whether simple lag or easily ex- 
plained stretchout, B&W’s sag in new 
orders could scarcely have come at a 
worse time. Last year, despite the low 
1958 year-end backlog, B&W’s earn- 


*Babcock & Wilcox Co. Traded NYSE. 
Recent price: 3144. Price ran P. a: 2 high, 
37%; low, 28. Dividend (1 $1 % 
stock. Indicated A a2. Total $120. 
per share (1 Total assets: 
million. Ticker LG 


Ra 
$251.1 
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INSPECTION OF TUBING FOR OVERSEAS SHIPMENTS: 
new orders were overdue—but where were they? 


ings (a near-record $15.9 million) 
held up remarkably well, thanks to 
extraordinarily high volume in its 
alloy tube division. When the steel 
strike brought on massive inventory 
building, tube sales accounted for 
more than one third B&W’s total sales 
of $332 million. Through the first 
months of 1960 inventory rebuilding 
after the steel strike again sparked 
heavy tube sales, was a big factor in 
B&W’s admirable $9.2-million first- 
half net. But last month B&W tube 
plants were running far below capac- 
ity. “We’re down like the rest of the 
steel industry,” says Phin. 

Thus, without tube sales to supply 
a timely jolt, boilermaking Babcock & 
Wilcox’s last-half earnings seem more 
likely to resemble beer than whisky. 


BUILDING MATERIALS 


DIVIDED MINDS 





Optimist or pessimist, 
could get equally authorita- 
tive backing for your notions 
from top building materials 
producers last month. 


you 


“AuGust,” proclaimed President George 
J. Pecaro of Flintkote Co. last week, 
“was a real turning point.” So saying, 
Pecaro sounded a hopeful note long 
absent from building suppliers’ gloomy 
comments of late. After a lean first 
half, unabashed optimists in the in- 
dustry have been few and far be- 
tween. 

Good Omens? Pecaro’s jaunty man- 
ner was a refreshing change. Said 
he: “In August we experienced the 
strongest demand of the year. For 
the first time this year, sales were 
ahead of the same month in 1959. 

Pecaro is sure this upturn is no 
fluke. “When things start to roll,” 
said he, “the impetus often lasts for 


several months, and it could carry 
through to spring.” Bolstering his 
hopes that it will is the recent loosen- 
ing of money. “This,” says he, “should 
soon result in an upturn in construc- 
tion,” which naturally would increase 
demand for building materials. 

Flintkote’s Pecaro, however, was 
very much in the minority last month. 
Few other building suppliers felt 
anything like as optimistic as he did. 
“August a turning point?” said Celo- 
tex Co.’s President Henry W. Collins. 
“Not for us. In fact, August was be- 
low the same month of 1959.” Collins’ 
estimate for fiscal 1960 (ending Oc- 
tober 31): sales down 10%. 

The word at Certain-teed Products 
Corp. was very similar. “While vol- 
ume is fair,” reported Vice President 
J.R. Johnston, “there has been no de- 
cided upturn. We will cover our 
dividend this year but I wouldn't 
want to hazard a guess beyond that.” 
Agrees Joseph S. Young, president of 
Lehigh Portland Cement Co.: “An 
uptrend? I don’t detect one.” 

Like Flintkote’s Pecaro, the brass 
at Gladding McBean & Co., the 
big West Coast clay products pro- 
ducer, are moderately optimistic. 
“There are some signs,” observes 
Executive Vice President Albert R. 
Said, “that big builders who have 
been inactive are now coming back 
into the market. They are doing 
some planning now.” 

Or Poor? Yet many building ma- 
terials men are skeptical about the 
effects of easing money on building 
activity. Says one: “It’s much too 
early to say yet whether the reduc- 
tion in the prime interest rate will 
stimulate construction. Interest rates 
are still high for long-term loans. 
Moreover, it’s questionable whether 
there is a big need for housing—the 
vacancy rate is high in some areas.” 
Adds another gloomily: “July hous- 
ing starts were down. With all these 
adverse factors, how can we expect a 
recovery in the rest of this year?” 


ForBES, SEPTEMBER 15, 1960 








‘Have You Read this NEW. Ce FREE OFFER! 


FREE BOOK? 


“A arose 





MAIL THIS POSTAGE-PALD Cano air 
) the putine in your obbice today 


ico} AMERICAN PHOTOCOPY EQUIPMENT COMPANY 


“A Modern Copymaker Must Wear Many Hats” 





2 RUSH MY COPY of new Free Book, 


O OBLIGATION 





VIA AIR MAIL 


nse BUSINESS REPLY MAIL 


No postage stamp necessary it mailed in the United States 


AMERICAN PHOTOCOPY 
EQUIPMENT COMPANY 
2100 West Dempster Street 


Evanston, Illinois 


i 
a 


‘ 
. 
‘ 
> 
t 








ee EVERYTHING STAMPED a 
Sphapiaal Everything typed ae 


... first low cost, one-step copymaker 
ies everything, every color 


sa = EVERY IY 


crea tet ye Every Blueprint 
hoto of" see 
p every phote ery mz —H oer printed 


a Srerything eimecerapnes 





ty finch Glow printed 


Everything typed 


A ew (P 


et = er <n = y 
<—<> x_.«<> Et 


just every photo 
plug in 
anywhere 


ZIZSAT Wz 

os Everything mimeographed : 

sey: pin molalion, everything 
y printed 


— 


>t 





instantly, electrically! Now 300% faster! Automatic Operation 
Gives Perfect Error-Proof Copies of Everything 


Why settle for part-time copying methods when it’s so easy and fast with an Apeco 
Uni-Matic Auto-Stat? Just “in and out’”’ and you have copies of letters, invoices, receipts, 
charts, blueprints, bids, reports, quotations, photographs, etc.—every paper, every 
color—one or both sides. Offers hundreds of time and money-saving uses for every busi- 
ness at a price well within the budget of even the smallest firm. 


Specia/ Apeco trade-in offer —Now ... your old copymaker, regardless of make 
or condition, is worth big money in trade on a new Apeco Uni-Matic Auto-Stat 
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MAGNET WIRE 


...helps electrical manufacturers package power! 


Wound into the core of every motor, coil and transformer are miles 

of magnet wire—some finer than a human hair. Electricity, 

conducted through these insulated windings, creates the forces that operate 
household appliances, industrial machines and electronic devices. 

Today, Phelps Dodge supplies electrical manufacturers with the most widely 
diversified line of magnet wire in the world, helping them make 

their equipment ever more powerful, efficient, smaller and easier to use. 


PHELPS DODGE COPPER PRODUCTS 


Corporation «+ GOO Park Avenue, New York 22, N.Y. 
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UNION STEPS OUT 


Why take business risks 
when things are going well 
as they are? Because, says 
Union Tank’s Ed _ Locke, 
there’s no percentage in 
standing still. 


Ir, AS some Cassandras claim, security 
and safety have replaced pioneering 
as the dominant goal of U.S. society, 
Union Tank Car Co.’s* Edwin A. 
Locke Jr. can certainly argue that the 
indictment does not apply to him. 
Security of income and safety of re- 
turn were exactly what Union Tank 
used to have as the world’s largest 
lessor of railroad tank cars. But in 
1857 Locke deliberately steered his 
company into new and, admittedly, 
risky fields. Says Locke: “Risk or 
not, we had to grow. Otherwise our 
future was limited.” Locke proceeded 
to steer Union Tank Car into manu- 
facturing. 

Since then, tank car rentals have 
fallen from almost 90% of Union’s 
business to 37%. But while revenues 
and sales since 1957 have nearly 
doubled (to $115 million last year), 
profit margins have slipped an appall- 
ing 30%. Instead of making 18 cents 
and 20c on each dollar of revenue, as 
he did in the mid-1950s, Locke got 
less than 6% in 1959. 

An Error? Was Locke, then, ready 
to admit he had erred? “Certainly 
not,” snaps Locke. “Our tank car 


*Union Tank Car Co. Traded NYSE. Recent 
price: 29%. Price range (1960): high, 3249; 
low, 29. Dividend (1959): $1.60. Indicated 
1960 payout: $1.60. Earnings per share (1959) : 
$1.86. Total assets: $226.9 million. Ticker 
symbol: UTX. 


MULTI-PURPOSE TANK CAR: 
better to build them... 
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WHICH YARDSTICK? | 


Union Tank Car's profit margin has 
been declining steadily since it began 
branching out. Its return on stockholders 
money, however, has begun to rise — 
and thot, says President Locke, is what 


really counts. 
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leasing business has leveled off, just 
as I thought it would. We might not 
have been as well off if we had not 
expanded when we did.” 

Union Tank ventured into manu- 
facturing in 1957 when, says Locke, 
the company that supplied Union’s 
tank cars “made no secret of the fact 
that it was up for sale.” So for $12 
million—$2.5 million less than book 
value—Union bought Phoenix Manu- 
facturing Co. Phoenix, in addition to 
tank cars, makes a line of rolled and 
forged steel products. 

Locke reorganized Phoenix and got 
$2 million of his money back as profits 
before 1957 had ended. The 1958 re- 
cession hurt Union’s new acquisition, 
but, undismayed, Locke bought an- 
other tank-making company _ that 
year. In 1959 he added what he de- 
scribes as “some real growth com- 
panies”: a water softener maker and 


a sewage treatment equipment manu- 


facturer. 

The Real Yardstick. Despite Locke’s 
faith, the acquisitions all took their 
toll on Union’s once-splendid profit 
margins (see chart). Locke himself 
freely concedes: “We will never have 
margins like those again.” But, asks 
Locke, what good is a fancy profit 
margin if there is no growth in the 
business and no profitable outlet for 
retained earnings? 

Both of these, Locke argues, the 
company now has—even if it had to 
sacrifice those fat profit margins to 
get them. In the first half of 1960, 
Locke recently reported, Union’s net 
was up almost 35% on a 14.5% in- 
crease in revenue, and its return on 
stockholders’ equity had climbed back 
to 8% from last year’s 6.9%. All of 
which would seem to prove that 
Locke’s pioneering was not so ill- 
advised after all. Says he: “Maybe 
we didn’t look so good at first, but 
now all that hard work is beginning 
to show up and Union Tank Car is a 
growth company again.” 


ELECTRICAL GOODS 


THE LUMINARY 


By far the brightest light in 

the electrical goods heavens 

is Holland’s Philips Lamp— 

in both growth and profita- 
bility. 





To rew Americans does the mouth- 
filling name of giant ($1.2-billion 
assets) N.V. Philips’ Gloeilampenfab- 
rieken ring more than a faint bell of 
recognition. But to millions of Euro- 
peans the Philips trademark is as 
familar as those of General Electric, 
Westinghouse or RCA here at home 
Recently, however, sophisticated in- 
vestors everywhere have 
know Philips’ Lamp” in special terms: 
as far and away the world’s most 
profitable big maker of electrical and 
electronic equipment. 

Blazing News. Thus when Philips’ 
President Pieter F.S. Otten released 
his semiannual report last month, 
his figures made top-interest news 
across U.S. stock tickers. In 1960's 
first half, when most U.S. electrical 
companies’ profits were feeling the 
pinch (even mighty GE posted lowe: 
earnings), Philips’ profit lamp blazed 
brightly. On a 16.5% gain in sales (to 
$545.6 million), net rose a brilliant 
34.6% (to $45.3 million). 

Philips, in short, boasts the kind of 
net profit margin U.S. rivals can only 
envy. Thus in 1960’s first half, it 
banked 8.3c out of each sales dollar 


come to 


*Philips’ Incandescent Lamp Works Hold- 
ing Co. Traded over-the-counter. Recent 
rice: 177. Price range (1960): high, 1804, 
ow, 93. Dividend (1959): $1.86 plus 5 
stock. Indicated 1960 payout: $2.12 plus 5° 
stock. Earnings per share (1959): $6.17. Total 
assets: $1.2 billion 
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LEADING LIGHT 


Among the world’s billion-dollar elec- 
trical companies, Philips’ Lamp easily 
leads in percentage of 
sales taken down to 
net... 


% 
8 





o 


~ 





After-Tax Profit as % of Sales—First Half 1960 
co ae 


Philips still modestly trails GE in return 
on equity, but it is the only one of the 
World's Big Three which has improved 
its return since 1950. 
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That’s a good 3 cents more than GE 
earned, and more than three times 
the net margin of RCA, the U.S. com- 
pany which Philips most resembles 
(both make TV and radio sets, rec- 
ords, electron tubes, recording and 
industrial equipment). 

The Dutch “Lamp” company is not 
only a paragon of profitability, it is 
fast-growing as well. 
sales have more than quadrupled (to 
$1.1 billion last year), and earnings 
have risen sevenfold (to $93 million). 
No company has benefited more than 
Philips from the postwar revival in 
the European economy, especially in 
consumer purchasing power. For 
there is hardly a segment of the 
European economic pie in which 
Philips does not have a finger. Not 
content with its rapid growth in elec- 
trical goods, it has pushed into ethical 
drugs and chemicals as well, has seen 
these sales grow 119% since 1955. 

Twin Crowns. This year Philips is 
likely to be wearing twin crowns. Its 
growth in sales, estimated by man- 
agement to rise to $1.25 billion this 
year, will easily keep it the fastest- 
growing large electrical goods pro- 
ducer in the world. The other crown 
is as the industry’s most profitable 
producer, which it seems likely to 
wrest from GE this year. As is, Phil- 
ips’ return on equity has more than 
doubled (to 16.7%) over the last 
decade—making it the only one of 
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Since 1950 its - 


the world’s Big Four producers to im- 
prove its return in that period. 

Can Philips hold on to both crowns? 
Its managers, good _ conservative 
Dutchmen that they are, talk as 
though they are sure it can. In fact, 
they have already privately estimated 
Philips’ 1962 sales at $1.6 billion— 
26.4% higher than the expected level 
this year. 


MACHINERY 


STITCH IN TIME 


Those buoyant profits Chi- 

cago Pneumatic Tool is re- 

porting are no accident. Its 

boss planned for them seven 
long years ago. 


“Four or five years from now,” the 
boss had warned “we will be in trou- 
ble.” That was in 1953. The boss was 
Guy J. Coffey. The company was 
Chicago Pneumatic Tool Co.,* then 
enjoying unprecedented prosperity. 
Midnight Oil. Coffey decided then 
to take a stitch in time, and he was 
soon burning the midnight oil in his 
mid-Manhattan office to devise a cost 
reduction program. The times were 
lush, and Coffey’s rivals romped in 
the Elysian fields. But Coffey was 
concerned to put Chicago Pneumatic’s 
house in order—particularly while 
the cost of brick and mortar was low. 
So determined, he ripped down and 
replaced his company’s 1861-vintage 
factory in Hartford (Conn.), logically 
moved his drill-making operations 
into the heart of the Texas oilfields 
where many of his customers were. 
Though the times were fine, he joy- 


*Chicago Pneumatic Tool Co. Traded 
NYSE. Recent price: 257,. Price range (1960) 
high, 2934; low, 22%4. Dividend (1 ): $1.25 
Indicated 1960 payout: $1.45. Earnings per 
share (1959) : $2.09. Total assets: $93.5 million 
Ticker symbol: CGG 


fully lopped off 34 of the 52 people on 
his home office accounting payroll. 
And he pressed other such economies, 
large or small, wherever he could. 

Three years later many of his rivals 
saw the same handwriting on the wall, 
started their own modernization pro- 
grams. Most are still in progress, as at 
Ingersoll-Rand which is now plan- 
ning major capital expense outlays 
Coffey’s headstart has given him a big 
advantage. “Our big expenses,” he 
says contentedly, “are over for awhile 
We have the capacity now to do 30° 
more business.” 

Riding High. There are other pres- 
ent benefits. Thus last month, while 
most of his rivals were conceding that 
1960 profits would not top 1959's, 
Coffey was busily riveting down what 
looks to be Chicago Pneumatic’s best 
year since 1957. (Other notable ex- 
ceptions in this depressed trend: 
Gardner-Denver and Ingersoll-Rand. ) 

This year Coffey expects Chicago 
Pneumatic to ring up nearly 10% 
higher sales and earnings, though his 
industry is having a generally poor 
year. How has he been able to main- 
tain this pace? For one thing, prices on 
most of his products (pneumatic drills, 
compressors and diesel engines) have 
remained steady. For another, his 
overseas business is thriving. 

Yet these factors are not unique to 
Coffey’s company, and are not, Coffey 
suggests, the real explanation. What 
is? Answers Coffey: the product of 
his stitch in time: “the most modern 
plant in the industry.” 

Not Immune. Chicago Pneumatic’s 
boss, however, does not profess to be 
immune to his industry’s ills. His 
main worry: cost upcreep, which m~y 
force him to raise prices. That w ould 
damage his competitive position 
against imports. Says he: “The thing 
to do seemed clear in 1953, but I can’t 
begin to say what might happen in 
1961.” 


ROTARY COMPRESSORS ON CONSTRUCTION JOB: 
after costs are cut to the bone, then what? 
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LAGE 


Here’s vital, 1 TeUslommbebde) weet: alebela des umn be 
dustrial site-seekers! Instead of general, 
unevaluated facts, the N&W can now 
offer an unbiased, scientific analysis that 


1 
} 


shows positively her or not your 


new plant will make more money in our 


territory. To give you this unequivocal, 
dollers-and nt answer, the N&W 
recently engaged F'antus Area Research 
to make an exhaustive, scientific evalua 
tion of its 6-state territory first depth 
study of this size and penetration ever 
undertaken by any railroad. Fantus, which 
has helped locate 3,000 plants, analyzes, 
sifts, weighs and interprets all pertinent 
facts—pinpoints the advantages or dis 
advantages of each a in relation to 


spec sete types 


FORBES, SEPTEMBER 15, 1960 





A new language for banks... 


with MAGNETIC PRINTING INKS* 


*Magnetic inks contain an iron oxide pigment which, when 
magnetized, can activate complex electronic sensing equip- 
ment. Checks encoded with specially designed characters 
imprinted with magnetic inks, can be “machine read” with 
accuracy many times faster than by humans, 


ERICAN-MARIETTA 


Sinclair and Valentine Division 


As a leading producer of printing inks, Sinclair and 
Valentine pioneered in the development of magnetic 
inks for data processing, recording and control 
equipment. In the banking industry, for example, 
S & V magnetic inks perform key functions in new 
high-speed automated systems for check processing. 


Estimates indicate that the number of bank checks 
in use a decade from now will be two-thirds greater 


than today. This anticipated growth, coupled with 
expected increases in the use of electronic sensing 
equipment, offers an expanding market for magnetic 
printing inks. 


The development of magnetic inks is characteristic 
of American-Marietta’s progessive policy of provid- 
ing a constant flow of new and better products 
through technological research. 


The startling dimensions of America’s economic growth and expanding markets have been 
projected in a special report, “The Years Ahead: 1960 To 1975.” The significant conclusions 
of this professional study have far-reaching implications for every thoughtful executive. You 
are invited to send for a copy. Address Dept. YA, American-Marietta Co., Chicago 11, Ill. 

Information about S & V magnetic inks, which are available in black and colors, may 
be secured by writing: Sinclair and Valentine Co., Division of American-Marietta Company, 


611 West 129th St., New York 27, N. Y. 


PAINTS + PRINTING INKS + DYES + RESINS + ADHESIVES 


CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT « HOUSEHOLD PRODUCTS 


AM, 


CONSTRUCTION MATERIALS « LIME + REFRACTORIES « CEMENT 


Progress through Research 
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Chicago 11, tilinois 
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TRACTORS 


PLOWED-UNDER 
PROFITS 


The big tractor makers have 
had rough going so far this 
year. 


SMALL boys may still envy the men 
who make big, noisy tractors and bull- 
dozers, but hardly anyone else did 
last month. One after another, as 
tractor men totted up their latest six- 
month results, it became clear that as 
a group, they had taken a beating. 

With U.S. corporate profits in gen- 
eral running 12% under last year, 
most businessmen felt the pinch some- 
where. Tractor men hurt just about 
everywhere. The profit statements 
spoke for themselves: Caterpillar 
Tractor, off 30%; International Har- 
vester, down 64%; Allis-Chalmers, 
improved for the half, but down 43% 
in its June quarter. Most alarming of 
all were Deere & Co.’s earnings per 
share—down 82% for six months. 

Almost to a man, tractor executives 
lay part of the blame on the weather. 
But there were other explanations. 
Deere’s president, William A. Hewitt, 
cited a costly production switch-over 
to a new line of tractors. Caterpillar’s 
chairman, Louis B. Neumiller, blamed 
cutbacks in the federal highway pro- 
gram for his troubles. 

It was true there was less highway 
building than anticipated. It was also 
true that farm income slipped 17% 
last year from 1958. But there was no 
denying, either, that tractor men had 
barely touched on perhaps the biggest 
reason for their slashed profits: they 
had been far too optimistic about 1960 
in the first place. When buying re- 
sistance set in, they had been caught 
with huge inventories. 

The Commerce Department noted 








Six-month 
sal 
(millions) 


$282.7 
385.4 
238.9 
712.3 


Company 


Allis-Chalmers* 
Caterpillar Tractor* 
Deere & Co.t 
International Harvestert 


*Six months ended June 30. tSix months ended July 31. 


TRACTOR TROUBLES 


Though their product lines and their customers vary consider- 
ably, the big tractor makers have had one thing in common so 
far this year: unsatisfactory profits. In the case of International 
Harvester and Deere, the two big agricultural manufacturers, 
profits were badly battered. For Caterpillar, a ver 
drop in sales produced a very sharp decline in profits. The only 
apparent exception to the downtrend was Allis-Chalmers and this 
only because the comparison is with a strike period last year. 


% change from 


last month that durable goods inven- 
tories which include farm equipment 
had dropped in July for the first time 
in eight months. As one banker close 
to the industry put it: “They were too 
optimistic last fall and went out on a 
limb with their inventories.” It seemed 
clear that a misreading of the eco- 
nomic barometer had made tractor 
men’s troubles worse than they other- 
wise might have been. 


FOOD 


THE UNANSWERED 
QUESTION 


In explaining Libby, Me- 

Neil?'s poor showing this 

year, President Bridges left 

only one question unan- 

swered. But it was the big 
one. 


Presiwent Charles Bridges of food- 
packing Libby, McNeill & Libby* was 
not the only U.S. businessman last 
month with disappointing news for 
stockholders. For the fiscal year ended 
July 2, 1960, he told his annual 
meeting in Chicago, Libby’s earnings 
had dropped from $1.25 a share a year 
earlier to just 88 cents, a 29.6% drop. 

Bridges did have one distinction, 
however. To explain the sagging an- 
nual report, he released what was 
probably the year’s most imposing list 
of excuses. During the fiscal year, 
reported Bridges, Libby was beset by 
such assorted troubles as: too little 
rain on its Hawaiian plantations; too 
much inventory in Canada; a loss on 
its frozen food lines; price pressure 


*Libby, McNeill & Libby. Traded NYSE. 
Recent price: 10. Price range (1960): ate. 
1134; low, 934. Dividend (fiscal 1960): 40c. In- 
dicated 1961 payout: 40c. Earnings r share 
(fiscal 1960) : . Total assets: $177 million. 
Ticker symbol: LJ. 





slight 


Six-month 
earnings 
per share 
$0.83 
0.74 
0.87 
1.62 


% change from 
same period 
in 1959 


same period 
in 1959 





+45.6% 
—29.5 
—82.0 
—63.8 


+27.8% 
— 48 
—25.7 
—16.6 
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LIBBY, McNEILL’S BRIDCES: 

the excuses were numerous 
from heavy stocks; Castroism in 
Cuba. 

How Come? It was indeed a har- 
rowing tale. There was only one hitch 
in it: If conditions had been so bad, 
how come Libby’s major competitors 
had been spared? That was one ques- 
tion Bridges did not really answer. 
California Packing, Libby’s huge West 
Coast rival, contrived in fiscal 1960 to 
hike earnings 23% on a mere 5% rise 
in sales over 1959. General Foods, 
which fell prey to many of the same 
troubles as hard-luck Libby, raised 
its profits by 11.3% in fiscal 1960. How- 
ever you looked at it, Libby’s 5.8% 
operating profit margin was one of 
the slenderest among the major food 
processing firms. 

But if Bridges had plenty of ex- 
cuses, he also had some hope to offer 
for next year. Libby is now in the 
second year of a $50-million expan- 
sion and improvement program on 
which it spent $14.2 million in fiscal 
1960 alone. A huge new meat pack- 
ing plant in Chicago has just gone 
into operation. The company has also 
called a halt to all domestic sales of 
baby food, a profitless field for Libby. 
And Bridges had a final word of com- 
fort for shareholders: the overloaded 
inventories that had so heavily penal- 
ized Libby’s earnings last year were 
now in good shape. “Inventories,” 
said he, “are in good balance, with no 
oversupplies . . . in our entire line of 
canned and frozen foods.” 

Meager Comfort. But neither ex- 
cuses nor panaceas were much com- 
fort for Libby’s 31,500 shareholders, 
whose stock was selling at less than 
half its 1955 high, and around 50% of 
its $19.22 book value. This at a time 
when most food stocks were near 
their all-time highs. Was relief in 
sight for fiscal 1961? Bridges was 
making no promises. “No one can be 
sure about improved profits next 
year,” declared a Bridges aide. Added 
he, without apparent conviction: “But 
we're certainly shooting for it.” 
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| METALS 


TWO WORLDS 


What major supplier to the 

depressed steel industry is 

riding surprisingly high this 

year? Answer: American 
Metal Climax. 





| Parapoxicatty, Frank Coolbaugh, 

president of American Metal Climax 

Inc.,* the world’s largest molybdenum 

producer, has little reason to feel 

much anxiety over the poor health of 

| one of his best customers, the US. 

steel industry. In fact, earlier this 

month Coolbaugh was quite as cheer- 

ful as the steel men were gloomy. The 

reason is simple. While American 

steel men have cut down their pur- 

chases of molybdenum, a steel hard- 

ening agent, busy steelmakers abroad 

have been buying it avidly. As a re- 

| CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. sult, sales of American Metal Climax 

Ee NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. — 11% to $353.4 million in the first 

alf of 1960) were running well 

Le CONTINUED DECLINE FOR 2 MONTHS OR LONGER. above even last year’s near-record 
4 levels. 

Prosperity, But . . . So were earn- 


——____--—— ES Cad ings, which rose 35.6% to $19.8 million, 
Map shows condition in 87 U.S. business areas, each of which is an economic unit where or $1.38 per share. Admitted the ex- 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a ansive Coolbaugh: “There is a very 
two-month period ending the last week of July. P nay BE ¥ y 
aan id good chance of a dividend increase. 


ad since Since molybdenum accounts for some 
quieter aeareak anaes Cs CUES 55% of American Metals’ net earn- 
Percentage gain over last year nna > = ings, that heady possibility seemed 
: CA CORT Pie od ‘eae amply grounded. 
Phoenix, Ariz (5)  +11% sun | | ave. Except, that is, for xorg of the 
Raleigh, NC (2) +10 ee | ~ Pegs company Ss major sources of income: 
rR New England —1% | the approximately 20% of net earn- 
Jacksonville, Fla (3) + 9 é b : : : 
Sacramento, Calif (4) + 9 Middle Atlantic +7 ings which come from American 
oy Midwest 43 , Metal’s investments in South African 
New York, NY) + 9 South 9 and Northern Rhodesian copper 
Pittsburgh, Pa + 8 ae + mines. Here Coolbaugh sadly admits 
Akron, Ohio + 8 a that the best that can be said of his 
+ 8 
6 
6 





DESIGNED BY PICKS. N Y 











Reno, Nev (3) South Central portfolio is that its future is pretty 
Wilmington, Del + Mountain uncertain. Realistically, he admits 
Des Moines, lowa (2) + Pacific that it is not unlikely that the turmoil 

bese ee in Africa may one day affect his siz- 


Number in parentheses indicates able investment income. 


how many months city has NATIONAL INDEX : : * 
been continuously in column. Other Vistas. To insure against this 


possibility, American Metal has been 
patiently expanding and diversifying 
into potash, custom smelting, gas 
and oil, as well as into the produc- 
tion of non-ferrous metals. Two years 
CHANGE OF ADDRESS ago this part of Coolbaugh’s cor- 
porate operations contributed to 16% 
of pre-tax profits; in 1959, 22%. This 
Please send old address (exactly as imprinted on mail- year another $13 million is being in- 
ing label of your copy of Forses) and new address (with vested in these areas. This, plus grow- 
ing markets for molybdenum, says 
Coolbaugh, “will put the company in 


a strong financial position, no matter 
FORBES SUBSCRIBER SERVICE what happens in Africa.” 


70 Fifth Avenue aniabil ii ia : es 
merican eta max, Inc. Tra 
New York 11, N. Y. | NYSE. Recent price: 2314. Price range (1960) : 
} high. 2733; low, 2044. Dividend (1959): $1.20. 
In icated 1 out: $1.20. Earnings per 
share (1959): st is Total assets: $285.1 mil- 
| lion. Ticker symbol: AMM. 





zone number if any); allow four weeks for changeover. 











ForBES, SEPTEMBER 15, 1960 








MORE ENERGY... 
IN MORE FORMS... 
FOR AMERICA'S 
GROWING NEED 





Autos are rolling across the country, powered by 
gasoline shipped via Texas Eastern. As America 
moves toward a two-car-per-family economy, 
low-cost transportation of fuel is increasingly 
important. Pipelines provide that economical 
transportation. For instance, Texas Eastern’s 
Little Big Inch products pipeline ships a gallon 
of gasoline from Houston to Chicago for 
one-third the cost of mailing a postcard. 


i 


Today, the need for energy of all kinds is 
zooming. That's why Texas Eastern plans far 
ahead as it diversifies in the field of energy 
supply and enlarges its role as Pipeliner of 
Energy to the Nation. 

















\ STEEL is an automobile, modern sculpture in motion. About 
3600 pounds of sturdy steel make today’s American car the 
safest, most useful family vehicle in the world. And the most beau- 
tiful. For stylish steel is the designers’ metal. It can be drawn, 
formed, finely shaped—and it gains in strength as you work it. 
Youngstown makes quality carbon, alloy and Yoloy, (and soon 
to be announced) galvanized steel sheet and strip to exacting 
standards that have made Youngstown a growing force in steel. 


\ STEEL is a container, thinly coated with tin—the practical 
tin can. No other container guards a product so well, and de- 
livers throw-away convenience at such low cost. Youngstown is 
a leading supplier of quality tin plate. The addition of the world’s 
only six-stand tandem cold reducing mill to Youngstown’s 
Indiana Harbor No. 2 Tin Mill will yield thinner, more accurate 
gauges to serve you even better. For your growing tin plate 
needs, you can depend on Youngstown, a growing force in steel. 


oungstown 


BOSTON B6UFFALC € 
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ANY STEEL sheet is a way to make things. Toys, locomotives, cars 
and cans. Dishwashers and curtain-wall buildings. In Youngs- 
town, modernization and expansion on the 79-inch hot rolling 
mill will mean you can get coils up to 50,000 pounds for faster, 
more efficient handling. Coils with fewer welds to help you turn 
out better products at lower cost to successfully meet competition 
at home and abroad. Modernization and expansion to serve you 
better will keep dynamic Youngstown a growing force in steel. 








\ YOUNGSTOWN STEEL sheet is tested and retested for quality. 
It is decoiled, inspected, oiled and coiled again in extra steps after 
tempering, to deliver smoother, finer sheet. Get it hot rolled or 
cold reduced, in the temper and gauge you want. In precision 
cut lengths as well as coils. And in the finish you want. You 
can get it through 28 Youngstown Offices or from your steel 
service center. When you want quality product and dependable 
service, call on modern Youngstown, a growing force in steel. 


growing force in steel 
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there's more to Cities Service 
than meets the eye! 


This year our paper industry will produce 
more than 68 billion pounds of paper. It will 
take over 200,000 people to manufacture it. 
And more than 400,000 people work in paper 
and allied-products industries to produce the 
myriad of paper products we use. Yet few of 
us realize the huge production task involved in 
manufacturing the paper we need. 
And few motorists “filling her up” at their 
Cities Service station consider the enormous 
task of producing gasolene. Cities Service 
searches five continents for oil... maintains 
a pipeline system that can circle the globe... 
It takes giant machines to turn operates towering refineries and modern re- 
rags, straw, wood and other search laboratories. Cities Service has spent 
fibrous materials into paper. over a billion dollars so far in building and 


“ 7 ” . . . . 
The huge “wet end” of a ma- maintaining this vast network 
chine shown above is used in 


ki ‘ of facilities. 
ih | SS aaa ay Only in this way can America 


have what it needs for progress 
—more jobs and more and better 
oil products. 





BANKING 


BARGAIN 
BORROWING? 


By comparison with Europe, 

money is currently quite 

cheap in the U.S.—but not 
as cheap as it looks. 


THE LOWERING of interest rates all 
along the line last month underlined 
one basic fact of American business 
life: that as such things go these days, 
money looked quite a bargain in the 
U.S. Following a cut in the Federal 
Reserve Bank’s discount rate (on 
loans to member banks), commercial 
banks in turn cut their prime rates 
(on loans to their biggest customers) 
from 5% to 4.5%. But in Canada last 
month, the prime rate was 5.5%, in 
Britain 6.5% in France 7.2%, in Ger- 
many 8%. 

A US. bank could now theoretically 
borrow money from the Fed at 3%, 
turn around and lend it to a prime 
risk at 4.5%. Thus, the “spread” be- 
tween the discount rate and the prime 
rate was 15%. By contrast, Swiss 
banks were working on a 2% spread, 
Italian and German banks 3%. Occa- 
sionally, the spread was thinner (0.5% 
in England), but more often it was 
fatter (3.2% in France). 

Why were U.S. banks satisfied with 
so thin a spread? In fact the gap be- 
tween American and European spreads 








Prime Rate (Per Cent) 
ae Beooe SF Se eS 
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was more apparent than real. For one 
thing, German banks don’t make | 
many short-term loans. Compared | 
with American banks, the Germans 
use far more of their assets in buying 
up companies’ notes receivable (dis- 
counting commercial paper), a type 
of lending which normally doesn’t 
command as much interest as straight 
loans. 

But even when they do make short- 
term loans, the prime rate tends to 
be more of a guide than the hard, 
posted price of money it is here. 
“When you hear the prime rate is 
6%,” says the Chase Manhattan 
Bank’s Hans Stresemann, “a big cus- 
tomer may very well be getting 5.5%. 
It’s all part of the European love of 
negotiating and their tradition of 
secrecy.” 

There were still other factors nib- 
bling away at the seemingly fat Euro- 
pean spreads. German banks, for ex- 
ample, pay 1% or more in interest on 
checking account balances. Rare 
(though not unheard of) is the Amer- | 
ican bank that pays interest on de- | 
mand deposits. And the relatively 
common American practice of re- 
quiring borrowers to keep a part of 
their loan on deposit at the bank, 
thereby raising the true interest 
charges on the amount of money ac- 
tually used, is seldom seen abroad. 

Still, spread or no spread, the fact 
remained that money was consider- 
ably cheaper in the U.S last month 
than in most other advanced indus- 
trial countries. But it was so largely 
because Federal Reserve policy and 
lagging loan demand had made it so, 
not because U.S banks were willing 
to take a smaller profit. 





COMMODITIES 


THE PENDULUM 


Soybean traders last month 
were talking a speculative 
storm—but not betting on it. 





LIKE a pendulum, the fluctuations in 
the soybean futures market have been 
growing narrower ever since 1954 
(see chart). Once the most volatile of 
commodities, soybeans have moved 
in a tight 20 cents-odd range ever 
since mid-1958. Under this sobering 
influence, speculative enthusiasm 
evaporated. Recently it had picked 
up considerably—but only in the num- 
ber of contracts traded, not in the 
price level. 

ifs & Buts. Recently professional 
commodity traders have been looking 
at their calendars and speculating | 
aloud whether the pendulum might 


Meer Farmer Herbert Werstler. 


He grossed more than $20,000 in 
1959. He's typical of the new-type 
farmer in Michigan — young, alert. 
sharp with figures. 

As farming reaches new levels of 
efficiency, capital needs increase. 
Those who don’t measure up sell 
out and are replaced by others like 
Herb Werstler . . . farmers who 
have purchasing power undreamed 
of only a few years ago. 

Michigan farmers now have a 
yearly spendable income of $950, 
600,000 — making Michigan “top 
third” in farm income among all 
50 states. 

You can reach these “top third” 
Michigan farmers most effectively 
with MICHIGAN FARMER, where ar- 
ticles are edited for their own crops, 
their own soil, their own state. 
Michigan farmers prefer their own 
state farm paper 2 to 1 over any 
other farm publication. 

Your ads in MICHIGAN FARMER 
have the support of local editing. 
Want proof? Send for free folder. 


Michigan Farmer 


EAST LANSING, MICHIGAN 


STRAIGHT-LINE ADVERTISING available also in 
THE OHIO FARMER © PENNSYLVANIA FARMER 
THE INDIANA FARMER © THE KENTUCKY FARMER 
THE TENNESSEE FARMER & HOMEMAKER 
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95,000 


Carloads Worth of 
New Industry Located Along 


AT 


ITs 


Coast Line Last Year! 
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The 218 industries that were developed along 
Coast Line’s tracks last year will provide an es- 
timated 55,000 carloads in extra shipping busi- 
ness during 1960. The number of new industries 
is an increase of 79 over 1958, and reflects the 
impact of our intensive campaign to interest 
industrialists in the Southeast Coastal 6. 


Our skilled staff of industrial development spe- 
cialists, including geologist, foresters, and agri- 
cultural experts, provide a genuinely valuable 
service to expanding industry. In turn, the com- 
munities served by Coast Line benefit from the 
additional jobs, payrolls, and local trade created 
by industrial growth. 


A close relationship—as partners in progress— 
among industry, Coast Line, and the states and 
communities in the dynamic Southeast Coastal 
6 is sure to pay off for all in years to come. 


[Thanks for Using 
Coast Line!”’ 


T LINE 


| to meet the 








not be due for another big push. Ac- 
tually, so far nothing has happened. 
But recently traders have been hope- 


| fully doing a lot of talking about what 
| could occur. 


Their arguments are frankly full of 


| ifs and buts. One big if is the 1960-61 
| supply. Next season U.S. soybean ex- 


ports are estimated at 140 million to 


| 150 million bushels, vs. 135 million 


this year, only 85.5 million as recently 


| as the 1957-58 season. Says Edward 


B. Gotthelf, a New York commodity 
forecaster: “The quantity of beans 
scheduled for 1960-61 seems too few 
burgeoning demand. 
Prices could move substantially higher 
later this year.” 

If so, however, you could not prove 
it by the market. For whatever soy- 
bean traders may believe, their money 
speaks against them: last month soy- 
bean futures, although very active, 
were still trading in an apathetic 
trough price-wise. 

Yet if the market in soybeans made 
no news, the talk was making plenty. 
One widely bandied estimate of “min- 
imum” 1960-61 season soybean de- 
mand was 570 million bushels. The 
visible supply was an almost match- 
ing 578 million bushels—548 million of 
it the “optimistic” estimates of the 
crop from this year, plus the 30 mil- 
lion bushels carried over from the 


| 1959-60 crop. 


Says Bache & Co.’s grain specialist, 
based in Chicago, the hub of soybean 


| futures trading: “It would need only 


a slight increase in demand, or a 
moderate reduction in output, for a 
really tight supply-demand position to 
develop.” 

No Bets. Either, he seemed to imply, 
could easily happen. Yet if so, one 


| thing was sure: the soybean futures 


market itself last month was not bet- 
ting on it. 


JUMPING AGAIN ? 
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Prices per Bushel: May Soybean Futures. 
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Another Marquette plant .. . 


COMPLETELY REBUILT 
TO ACHIEVE 
LOWEST-COST OPERATION 


This ultra-modern plant at Rockmart, Georgia, serving the 

growing metropolitan area of Atlanta, typifies Marquette’s 

solution to the present-day problem of maintaining historical 

net income margins in the face of constantly rising costs. 
Compact, simple, ruggedly built, every design feature of 

this plant is functional. The result is a producing unit in which 

every dollar of capital cost went for maximum efficiency, 

not a cent for non-functional adornment. 
To us, the new Georgia plant is a “thing of beauty” in 

many respects—among them, its favorable relationship of 

capital cost to capacity, its nearly automatic operation, 

its achievement of highest efficiency, and its ability 

to maintain uniformly high quality in the products produced. Ma rq u ette Ce me nt 
These are our objectives, too, in similar large-scale 

modernization work now going on at other Marquette plants. MANUFACTURING COMPANY 


One of America’s major cement producers 


Operating ten cement Producing plants in lilinois, lowa, Ohio, Missouri, Tennessee, Mississippi, Georgia and Wisconsin. Annual Capacity 17 Million Barrels 
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CORPORATE SPECIALISTS 


| TRIPLE M’S 
ARITHMETIC 


What does Minnesota Mining 
want with Warner-Lambert? 
Nobody's saying, but one 
thing is certain: there is 
more to the arithmetic of 
the deal than appears at 
first glance. 


| AS REMARKABLE as anything else about 
| Minnesota Mining & Manufacturing 
| Co.* is the uncanny way it has fol- 
lowed its nose from one new market 
| to another simply by finding new vari- 
ations on one basic idea. Starting with 
| plain old sandpaper back in 1902, 3M 
| has spent most of the succeeding half- 
century sniffing out new things with 
| which to coat paper. As a result, it 
has flushed whole coveys of new cus- 
tomers with 1,500-odd varieties of 
abrasive, coated and pressure-sensi- 
tive (Scotch-brand) tapes. 

Since World War II, as 3M sales 
grew five-fold to $500 million, stock- 
holders had grown quite accustomed 
to President Herbert P. Buetow’s fol- 
lowing his nose farther & farther 
afield. But nothing he had ever 
flushed before caused as much sur- 
prise as Buetow’s proposal, announced 
last month, to pay a whopping $400 
million in 3M stock for, of all things, 
Morris Plains, N.J.’s famed Warner- 
Lambert Pharmaceutical Co. 


| *Minnesota Mining & Manufacturing Co 
Trade NYSE. Recent Price: 72%4. Price 
range (1960): high, 88; low, 65. Dividend 
(1959) : 50c. Indicated 1960 payout: 60c. Earn- 
ings per share (1959): $1.25. Total assets: 
$378.9 million. Ticker symbol: MMM. 


THIS IS NEW ENGLAND... 
FROM the ivy-covered halls of 
New England colleges come 14% 
of the nation’s scientists ...come 
pure research and new ideas. 
Here you can further your educa- 
tion, give your children the ad- 
vantages of the best public and 


private schools, colleges and Come make a good living 
universities. where the living is good. 


NEW ENGLAND ELECTRIC SYSTEM ’ 
BOSTON 16, MASSACHUSETTS gaia capcoreine A logic was obscure 
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Patterns. But Buetow and 3M chair- | 
man William L. McKnight have never | 
been ones for buying companies just | 
for the sake of making 3M bigger. | 
Invariably, there had always been | 
some logical connection between 3M’s 
existing products and their acquisi- 
tions. The 1959 deal for Filmsort Inc., 
for example, strengthened 3M’s posi- 
tion in the microfilm business. And | 
Revere Camera, acquired last July, | 
could easily turn out new cartridges 
for 3M’s magnetic recording tapes. 

Exactly what the something was in 
Warner-Lambert’s case was harder 
to say. What did Listerine mouth- 
wash, Prophylactic toothbrushes or | 
Sloan’s Liniment have ta do with 
3M? What did Warner-Lambert’s 
ethical drug lines (which now ac- 
count for about one fourth of annual 
sales approaching $200 million) have 
to do with Herb Buetow? Buetow and 
McKnight weren’t saying, and it was | 
the kind of question that made an- 
alysts reach for Bromo Seltzer, an- 
other W-L item. 

Prices. As was only to be expected, | 
Wall Street and the press began mak- 
ing wild guesses. One such: that 3M 
researchers had come up with a new | 
adhesive tape with big potential as a | 
surgical suture, and that Warner- 
Lambert would be ideal to produce | 
and market it. 

In all probability, however, there 
had to be far more to it than that. 
A stiff $400 million was quite a price 
to pay for mere facilities and market- 
ing know-how, regardless of any one 
product’s potential. One interesting 
sidelight: the $400-million figure was | 
based on the market value of the 
stock involved. In terms of book 
values, 3M proposed to pay consider- 


| 
| 





WARNER-LAMBERT’S DRISCOLL: 
the price was right | 
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NEW ENGLAND 


TO the modern glass and brick 
laboratories that dot New Eng- 
land highways come the top 
brains ...men who can develop 
missiles, high-voltage particle 
accelerators and the first digital 
computers. Here is the brain- 
power that can produce new 
ideas for your product or service. 


Your plant or business can prosper 
in growing New England. 


NEW ENGLAND ELECTRIC SYSTEM 


BOSTON 16, MASSACHUSETTS 





ably less. For each share of Warner- 
Lambert common he gets (recent 
price: $78; book value, $14.48), Bue- 
tow pays the equivalent of 1.1 shares 
of 3M common (recent price per 
share: $72; book value: only $5.27). 

All of which means that 3M is buy- 
ing $76 million worth of assets for 
stock with a book value of only 
$30 million. He is trading about $7.5 
million worth of 3M earnings for $16.5 
million of Warner-Lambert’s. 

Prospects. At any rate, both Bue- 
tow and Warner-Lambert President 
Alfred E. Driscoll felt the price was 
right, and both proposed to say so 
when they put the matter to their 
respective stockholders for the neces- 
sary vote. With Warner-Lambert 
stockholders given an opportunity to 
switch into one of the growingest of 
post-war growth stocks, and with 3M 
stockholders seemingly convinced that 
Buetow’s nose for a good deal is all 
but unerring, the deal seemed likely 
to go through. 


DRUGS 


NAMING & DOING 


Having spent millions to 

promote its famed old name, 

Vick Chemical this month 
chose another. 


THE power to name, the ancients be- 
lieved, was the power to control. Filled 
with the same gospel, missionaries of 
famed Vick Chemical Co. early in 
the century carried their word—Vick 
—across the land into village and town 
and remotest hamlet. Behind them on 
weathered barn walls, telegraph poles 
and rural drugstore walls they left 
blazing testimony to their passage— 


VICK’S RICHARDSON JR.: 
what’s in a name? 
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the ubiquitous Vicks VapoRub sign. 

Naming. This month, in a symbolic 
sense, the signs were coming down. 
Having spent millions to promote its 
name, Vick suddenly abandoned it to 
choose another. Henceforth, an- 
nounced Vick President Henry Smith 
Richardson Jr., his company will be 
known as Richardson-Merrell Inc., a 
compound of the names of Founder 
Lunsford Richardson and of Vick’s 
ethical drug division, Merrell Labora- 
tories. 

In so doing, the old company was 
abandoning a household name known 
to millions of devoted users of Vicks 
VapoRub, cough drops, cough syrups, 
inhalers, and other remedies for one 
scarcely known to the public. Ex- 
plained Smith Richardson: “The new 
name is better suited to connote the 
true nature of Vick’s operations. Most 
of our business today,” said he, “is not 
in proprietary drugs or cold cures, but 
in other areas of the drug and chem- 
ical industries.” In changing its name, 
added he, “we aim to make that 
clear.” 

Commented a Vick aide forthright- 
ly: “There’s more dignity in it.” 

Doing. Sentiment aside, Vick’s 
change of name accords well with the 
facts. Though Vick’s traditional prod- 
ucts have more than held their own 
in the last five years, the major part 
of Vick’s growth has been in ethical 
and veterinary drugs, whose sales have 
risen some 170%. All in all, in the 
three years since Smith Richardson 
took over command as chief executive 
officer, Vick’s sales have grown 39.5% 
(to $132.2 million in fiscal 1960), net 
82.1% (to $14.38 million). 


RAILROADS 


BLOODY JULY 


If July is any criterion, 1960 
bids fair to be the worst year 
for the railroads since 1949. 


Wuite most of the U.S. economy 
edged sideways last month, it began 
to look as if the nation’s railroads 
were chugging straight down. As the 
dismal July earnings reports trickled 
in toward August’s end, one worried 
railroadman grimly dubbed the month 
“bloody July”—a month in which, 
for example, the Pennsylvania’s 
miniscule profits for the first half 
were wiped out, and Pennsy plunged 
$22 million into the red. Unless they 
could make an astonishing comeback 
in the next five months—a comeback 
of which there is no apparent sign— 
the railroads were going to experience 
their worst year since 1949, their fifth 


r——BATTERED CARRIERS 





Just how badly the railroads 
are currentl iadien is shown 
by the fact that only one of the 
top 20 so far has bettered its 
1959 profit showing. The figures 
through July: 


Earnings 
Company 1960 1959 


Eastern 
Pennsylvania 
N.Y. Central 
Balt. & Ohio 


Pocahontas 
Ches. & Ohio 
Norfolk & West. 


Southern 
Atlantic Coast 
Seaboard Air 
L&N 


$40.14 $0.40 
0.43 ‘ 
41.46 


Southern 
ii'nois Cent. 


Southwestern 
Rock Isiand 
MoPac 


Great Lakes 
Chi. & N. West. 
Nickel Plate 


Northern 
Northern Pacif 
Gr. Northern 
Milwaukee 


Western 
Southern Pacif. 
Santa Fe 
Union Pacific 











consecutive decline since 1955. 

What is more, all the railroads were 
sharing equally in this private reces- 
sion (see table). Only one of the 
top 20 railroads, the Norfolk & West- 
ern, was ahead of its 1959 pace at the 
end of July, and its modest improve- 
ment was due largely to benefits of 
its merger with the Virginian. 

Such bellwethers as the Southern, 
the Chesapeake & Ohio, the Santa Fe 
and the Union Pacific all had fallen 
behind even their relatively lead- 
footed 1958 showings. Meanwhile, the 
perennially harassed eastern roads 
either dipped into the red (Pennsy, 
B&O), or were barely in the black 
(New York Central). To top it all 
off, the Pennsy got hit September 1 
with the first general strike in its 114- 
year history. 

From here on in, there is little 
doubt that rail earnings will look 
better, on a year-to-year basis, than 
they hitherto have. But that, as 
Chairman James Symes of the Pennsy 
has pointed out, is a spurious com- 
parison, stocked as it is against 1959’s 
steel strike-depressed traffic levels. 

Particularly ominous was the con- 
tinued fall in carloadings. For the 
week ended August 27, carloadings 
were up 8.9% from 1959’s strike 
period but down 8% from the 1958 
level. With new orders for durable 
goods sagging, and manufacturers’ in- 
ventories contracting too, that seemed 
to spell only one thing for the rail- 
roads: even tougher days ahead. 
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The tiny flashbulb is mighty 
useful and popular—Americans 
use over a million a day. 


Far and away the leading manufacturer in 
the steadily growing flashbulb business is 
the Photolamp Division of Sylvania, subsid- 
iary of General Telephone & Electronics. 


Behind their bright sales record is an equal 
record of research and development. In the 


a 
Settin past few years, Sylvania has introduced 
many major improvements in flashbulbs, 


plus important new products in many other 


bd fields of photographic lighting. 
recor S In General Telephone & Electronics today 
brings together the talents of many people 
and the facilities of many companies— all 


working to advance communications 
through sight and sound. 


By developing new methods and new 
products for communications, homes and 
industry, General Telephone & Electronics 
is working for what it believes is bound to 
be—a growing future in a growing America. 


General Telephone Operating Companies in 31 states 
Genera! Telephone & Electronics Laboratories incorporated 
General Telephone & Electronics international incorporated 
General Telephone Directory Company 
Automatic Electric Company 
Leich Electric Company 
Lenkurt Electric Company, Inc. 
Electronic Secretary industries, inc. 
Sylvania Electric Products Inc. 
Lighting Products Division 
Photolamp Division 
Semiconductor Division 
Parts Division 
Electronic Tubes Division 
Electronic Systems Division 
Chemical & Metallurgical Division 
Home Electronics Division 
Argus Cameras Division 


GENERAL &f TELEPHONE £ ELECTRONICS 


730 Third Avenue, New York 17, N. Y. 





CORPORATE SPECIALISTS 


SLOWING DOWN? 


What happened to Ampex’ 

earnings in the first quarter? 

The sharp drop, claims Presi- 

dent Long, was really noth- 
ing to worry about. 





Present Georce I. Lone Jr. of Cali- 
fornia’s Ampex Corp.” is nothing if not 
ambitious for his fast-growing com- 
pany. “We don’t,” concedes he, “ex- 
pect to go on growing at a 50% annual 
rate. If we did, we’d be bigger than 
General Motors or IBM in a few 
years.” But, he quickly adds, “We 
do hope to keep growing at perhaps 
25% or 30% a year for years to come.” 

Such confident statements had a 
faintly hollow ring when George Long 
rose at Ampex’ stockholders meeting 
last month to announce the results for 
the first fiscal quarter (ended July 
31). Ampex’ sales of tape recording 
equipment and allied products had 
kept on growing-—this time by 11%, 
to $16.4 million. But all the extra 
volume had produced was a rasping 
58% drop in profits to $344,000 (5c a 
share vs. 1959’s llc). 

Faltering Pace? Had Ampex, which 
has seen its sales soar 735% (to $68.1 
million) and its earnings rise 983% 
to $4 million since 1954, finally fal- 
tered on its spectacular growth pace? 
Nothing of the sort, Long assured 
stockholders. “For the full year,” said 
he, “we expect both a significant in- 
crease in sales and an after-tax profit 
margin which will compare favorably 
with last year’s.” That meant, a Long 
aide indicated, a probable $75-$80 
million in sales and a net of perhaps 
70c a share, the latter a tidy 27% in- 
crease over 1959’s 55c. 

To compensate for the necessarily 
slower sales pace which Ampex will 
be setting for the next several years, 
Long has turned his attention to cut- 
ting costs, hopes ultimately to fatten 
profit margins from last year’s 6c to 
perhaps 8c. Toward that end Long re- 
cently decentralized Ampex into five 
product-line divisions. 

The expenses of that reorganization 
were a factor in Ampex’ poor first- 
quarter showing. So were sales that, 
while up, fell below expectations. And 
so were research expenses: Long this 
year will spend even more than last 
year’s $6.5 million (9.6% of sales) on 
research. “The percentage may de- 
cline,” says he grimly, “but the dollar 
amount will keep going up. We'll 

*Ampex Corp. Traded een Docent price: 
31%%. Price range (1960): low, 30. 
Dividend (fiscal 1960) : Ah, "indicated fiscal 
1961 payout: none Earnings per share (fiscal 


1960) : 55c. Total assets: $51.2 million. Ticker 
symbol: APX. 


AMPEX VIDEOTAPE RECORDER: 


was the flicker in the profit picture only temporary? 


spend whatever is necessary to stay 
ahead.” 

Still Thinking Big. That he will stay 
ahead in the recording field seems a 
foregone conclusion to Long—no mat- 
ter what the competition. For future 
expansion Ampex now holds a lease 
on 30 acres of land in the Stanford 
Industrial Park. “But,” says Long, “it 
looks now as if 30 acres won't be 
enough for our needs. I’m thinking 
more in terms of 80 acres or so.” 


CHEMICALS 


DU PONT’S 
KID BROTHER 


Under the watchful eyes of 
Big Brother, du Pont of 
Canada keeps getting bigger. 


GerTTInc started in the chemical in- 
dustry, a tough game for the little 
fellow, would seem to be child’s play 
for du Pont of Canada Ltd.* It took its 
present shape after a Federal antitrust 
order in 1954 broke up a much larger 
Canadian chemical producer jointly 
owned by du Pont—-the du Pont—and 
Britain’s Imperial Chemical Industries. 
But, with 82% of the stock still owned 
by America’s No. One chemical com- 
pany, du Pont of Canada has never 
made a move since then without Big 
Brother in Wilmington looking over 
its shoulder. 

Last month, Canadian du Pont 
clearly showed that it required less 


*Du Pont of Canada Ltd. Traded over-the- 
counter. Recent price: 20% Price range 
(1960) : high, 2644; low, 1914. Dividend (1959) : 
50c. Indicated 1960 yout: 50c. rnings per 
share (1959): 97c. Total assets: $126.7 million. 


and less help. While U.S. du Pont 
was reporting earnings down 6% 
through the first half of 1960, from 
Montreal du Pont of Canada’s Presi- 
dent Herbert H. Lank reported an 
11% sales gain so far this year, to 
$49.8 million. Despite heavy start-up 
costs on a new polyethylene plant and 
heavy competition from imported 
chemicals, Lank’s profits held steady, 
up a fraction of 1% to $3.7 million. 

Thus, Lank seems more than likely 
to set new records for the year as a 
whole, surpassing 1959’s $91 million 
in sales and $7.2 million (97c a share) 
in net profits. 

Helping Hand. lLank, to be sure, 
hasn’t done this unaided. He started 
with a dominant position in the Cana- 
dian manufacture of nylon and cel- 
lophane—a legacy from the trust- 
busted Canadian Industries Ltd. To 
crash new markets, he has method- 
ically picked Big Brother du Pont’s 
research and marketing brains. Before 
sinking cash into the production of 
new chemicals, he first built up vol- 
ume by buying them from Wilming- 
ton, reselling them in Canada. The 
method has worked. In the past five 
years, Lank has spent $51 million to 
produce du Pont’s Orlon, basic chem- 
icals, auto lacquers and explosives 
that he used to import. His own 
plants now account for more than 
75% of his sales. 

One key by-product of such heavy 
capital expenditures has been an in- 
creasingly heavy cash flow. Deprecia- 
tion cash, as his new plants get 
written off, has grown fast. Since 1955, 
du Pont of Canada’s first full year, 
total net income has grown just 12%, 
to $7.2 million last year. But deprecia- 
tion flow has grown more than 30%, 
to $5.9 million, over the same period. 





BONDS 


SIGN OF 
THE TIMES 


Even the underwriters were 

surprised at the way the bond 

market snapped up that Re- 
public Steel issue. 


“WE HAD every pension fund from 
Maine to California queued up wait- 
ing for them to get out of registra- 
tion,” chuckled Vice President Robert 
L. Harder of First Boston Corp. Sub- 
ject of all the clamor late last month 
was no hot new issue of an electronics 
stock, but a staid $125-million-worth 
of Republic Steel Corp. 25-year sink- 
ing fund debentures. Priced at 99 to 
yield 4.44%, the 438% issue was an 
instant sellout for an underwriting 
group jointly headed by First Boston 
and Merrill, Lynch, Pierce, Fenner & 
Smith. 

The market which greedily snapped 
up the Republic Steel issue was a far 
cry trom that of late 1959 and early 
1960 when bonds were in a severe 
bear market. As recently as March, 
Pacific Telephone, a borrower of at 
least equal standing with Republic, 
had to pay 5.05% to sell a bond issue. 
Two months before that, Chesapeake 
& Potomac had to pay 5.19%. 

By waiting until the market was 
right, Republic had saved itself more 
than $2 million before taxes over the 
life of the loan. Noted a happy under- 
writer: “It’s hard to remember that 


just six months ago, bonds of any kind | 
were hard to sell at reasonable prices. | 


Why, the way they snapped up the 


Republic issue you’d have thought we | 


were giving something away.” 


| 
| 





Just “touch” the carton 
and there’s your label 


Weber Touch-Stenciling—the fast 
easy way to address multiple 
carton shipments... 


No more stencilboards, rubber stamps or 
label typing. Instead, you can print facsimile 
labels directly on cartons with just a “touch” 
of a Web-O-Print hand duplicator. 


Stencils are pre-cut to duplicate your label. 
Customer’s name and address or product in- 
formation is filled in on a typewriter or by 
hand. Then slip the stencil on the handy 
duplicator and touch-stencil all the cartons 
in the shipment. The duplicator leaves a 
ceae., =e print that will not fade, rub or 


It’s so easy to do. With a smooth, one-hand 
motion 40 to 50 cartons can be addressed in 
a minute. The duplicator holds enough ink 
for several thousand impressions and it 
prints anywhere — cardboard, wood, paper, 
smooth or rough, round or flat surfaces. 
After the shipment has been addressed the 
stencil is thrown away, saving filing time 
and space. 





Send for free builetin on Weber ‘Touch-Stenciling” 
methods. Packed with ideas on oddress- 
ing and marking Itipt 


Weber | : 


MARKING SYSTEMS ae eH 
Sales and Service in va 
a oven 

REPUBLIC ee PLANT: Chty—____. Zena State — 


were eager OM Oe ee et es 
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WEBER MARKING SYSTEMS, INC 
Dept. 31-1 

Weber Industrial Park, 

Mount Prospect, Iilinois 


Send me your bulletin on “Touch-Stenciling” 
methods. 
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SPECIAL 
SITUATIONS 


call for Bourbon Supreme, the 
Bourbon that named itself. Avail 
yourself of real pleasure. . 
mild and smooth flavor . . 


.- enjoy 
. call for 





Bourbon Supreme tonight. 


Straight Bourbon Whiskey.90 Proof 


THE AMERICAN DISTILLING COMPANY, INC. 


New York, N. Y. 





© Pekin, til. ©¢ Sausalito, Calif. 
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MARKETS 








Effective August 22, 1960, the common stock of 
this company has been admitted to trading on the 
New York Stock Exchange. The ticker symbol is ARO. 


THE ARO EQUIPMENT CORPORATION Executive Offices: Bryan, Ohio 


ESTABLISHED 1930 


PRODUCT AREAS 


Aeronautical Products 
Environmental Control Systems 
Air-Powered Equipment for 
Production & Assembly 
Automotive and Industrial Service Equipment 
Power Hoists for Materials Handling 
Air Motors for Industrial Power 


Applications 
Heavy-Duty Bulk Materials Transfer Pumps 
Airless Spray-Painting Equipment 
Mobile Units for Construction 
Equipment Servicing 
Automatic Conveyor- Maintenance 
Equipment 
Non-Contact Ultrasonic Sensing Devices 





MARKETS 


Aircraft 

Car Dealers 

Auto, Truck and Tractor 
Manufacturers 

Chemical and Drug Companies 

Contractors and Construction 
Companies 

Foundries 

Furniture Makers 

Metal Fabricators 

Service Stations and Garages 

Appliances 

Radio and Television Manufacturers 

Toy Manufacturers 
S$. Government Agencies 


| RAILWAY EQUIPMENT 





TAYLOR’S 


| TROUBLES 


Freight car orders are no 

longer life & death to ACF, 

but they’re still bread & 
butter. 


“CyciicaL? Oh, yes, yes, we're cycli- 
cal,” says jovial William T. Taylor, the 
60-year-old former banker who heads 
up ACF Industries.* Adds he: “That's 
what I’m here for. My job is find 
ways to smooth out the cycles.” 

Not So Easy. For ACF, that always 
has been easier said than done. As 
the nation’s second biggest maker of 
railway cars, ACF still remains tied 
to one of the most cyclical businesses 
in American industry. Despite its 
many moves to diversify from rail- 
roading, ACF shows really high profits 
only in the years the rails are in a 
spending mood. 

But Taylor was able to say last 
month that ACF has been making 
progress of a sort. In spite of the 
woes besetting his railroad customers, 
he felt confident enough to predict that 
profits for the fiscal year ending April 
1961 probably would run slightly 
ahead of last year’s $3.64 a share. 

Lease Money. Taylor was confident 
mainly because of ACF’s wholly- 
owned but unconsolidated SHPX sub- 
sidiary, which leases cars to the rail- 
roads. From a standing start in 1952, 
profits from that part of ACF’s activi- 
ties have grown to more than $1.2 
million, or nearly 24% of the com- 
pany’s total net. Even more helpful: 
Consolidated Shippers’ Car Line, and 


“ACF Industries. Traded NYSE. Recent 
rice: 4344. Price range (1960) : high, 52; low, 
14%. Dividend (1960): $2.50. Indicated 1960 
RSet Total $2.50. erninas per share (1959) 
64 a assets: $151.3 million. Ticker sym- 


| 7 CAR-BUILDING: 
what's 25% of nothing? 


FORBES, SEPTEMBER 15, 1960 





ACF’S TAYLOR: 
he did some liquidating 


its leasing operation. Notes Taylor: 
“We start each year with a predict- 


able, built-in profit on our car-leas- | 


ing operations.” 

Unfortunately, however, ACF is un- 
able to sit back and ride to prosperity 
on its leases. 
Taylor frankly, “is to contain our 
losses on the manufacturing side. 
What good does it do to have, histori- 
cally, 25% of the market, if the mar- 
ket temporarily just doesn’t exist?” 

Other Ways. So Taylor has been 
trying to beef up ACF’s other manu- 
facturing activities. One example: the 
Carter Carburetor Division, a major 
supplier to the auto industry but a 
money-losing one up until last year. 
Now Taylor has put new management 
and tighter cost controls into the com- 
pany. “This year,” he says flatly, 
“Carter will make a handsome con- 
tribution to profits.” 

At the same time, Taylor also has 
been consolidating ACF’s electronics 
division, looking for new markets for 
its industrial valve division, and set- 
ting up a new nuclear projects di- 
vision to manage a weapons facility 
for the Atomic Energy Commission. 
Taylor also has gone farther afield 
by buying 15% of the stock of Repub- 
lic Aviation. Says Taylor: “Merger is 
under study, but at best it’s a long 
way off.” 

Self-Confessed Liquidator. Taylor has 
also been ruthless in getting rid of 
unprofitable parts of the company, 
such as nuclear engineering. “Much 
against my will,” he admits, “I’ve been 
a liquidator. There’s always a lot of 
fat on old companies like this.” 

But without profits, all this is mere- 
ly plugging the holes. “With all our 
progress,” Taylor sighs, “the true suc- 
cess of our business still depends large- 
ly on car-making.” Like everyone else, 
Taylor, in other words, has made the 
cycles smoother but he hasn’t ironed 
them out. 


Forbes, SEPTEMBER 15, 1960 





J 


| 


“The problem,” says | 


are you interested... 


in a FULLY | 


DEVELOPED 
plant site? 





UNION PACIFIC RAILROAD 
INDUSTRIAL PROPERTIES 
> a A my a = 














" of fully developed industrial 
districts available in the eleven- 
state western territory it serves. 


These districts are complete—with all utilities, paved 
streets, and trackage, for immediate use. Thus, you are 
relieved of the burden of preparing the site before you 
proceed with plant construction. 


And, another important factor—you’re also assured of 
the utmost in dependable freight and passenger transpor- 
tation when you locate in Union Pacific territory. 


In considering building, buying or leasing a plant in the 
West, for any purpose, we'll be pleased to assist you in 
every way. Just contact any Union Pacific representative, 
or get in touch with us direct. 


d 

Industrial © 
Development 
Department 


UNION 
PACIFIC 
FAcroat. 


OMAHA 2, NEBRASKA 





IN EVERY 
MAJOR 
INDUSTRY | 


Basic energy... liquids, gases 
or steam ... whatever the form, 
industry demands extremely ac- 
curate control for modern auto- 
mation technology. 


For three quarters of a century 
Fisher’s policy of “a step ahead” 
of current requirements has 
been responsible for the univer- 
sal acceptance of Fisher pressure 
and liquid level controls by en- 
gineers in every field of industry. 


FISHER GOVERNOR COMPANY 
Marshalltown, lowa 
Plants in Canade, Argentine, England, Australia 











Change—for the better! 


That’s the guiding philosophy of our Research Department when- 
ever it comes to analyzing any investor's portfolio. 


As a matter of policy, Research has no sales axe to grind, came 
into being as a service for investors — always feels free to call them 
exactly as it sees them. 


Does that mean Research is always right? 

Of course not. If it were, we'd all be millionaires. 

What it does mean though, is that Research doesn’t believe in 
change for the sake of change, doesn’t suggest any purchase or sale 
that it honestly doesn’t feel is for the better. 

If you own stocks yourself . . . 

If you’re not sure that each one you own is the best you can buy 
for your purposes... 

You might write to Research at the address below and ask for a 
complete, up-to-the-minute review of all your current holdings in 
line with your particular investment objectives. 

There’s no charge. There’s no obligation. And don’t be too 
surprised if no changes are recommended. 


Josern C. QUINN 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
131 offices bere and abroad 











FINANCE 


GOING, GONE 


4 Manhattan lawyer last 
month revived an old stock 
market custom. 


Not in many years had Wall Street 


| seen anything like it. At Manhat- 
| tan’s Hotel Martinique one day last 
| month, 35 people gathered before an 
| auctioneer in the hotel’s Mirror 
| Room. Though the auctioneer was 
| really a lawyer and lacked a gavel, 


the most unusual part of the auction 
was the object which was on the 
block: 6,700 shares of stock in the 


| Eastern Life Insurance Co., a Man- 


hattan-headquartered insurance com- 
pany. 

Why all the fuss? Why hadn’t Auc- 
tioneer-Lawyer Milton Sanders sim- 
ply called his broker? Sanders had 
little choice in the matter. The 
shares in Eastern Insurance had been 


| owned by a holding company which 


is now in dissolution, and Sanders’ 
task was to sell them. But because 
Eastern Insurance is seldom traded 
(only 2,500 shares have been sold in 
the past seven months), brokers felt 
that a block of 6,700 shares would be 
difficult to move in the over-the- 
counter market. 

So Sanders conducted the auction, 
and actually made more money by 
doing it. Brokerage houses had 
offered him $20.50 a share for the 
stock, which was quoted in small 
quantities at $22 bid and $26 asked. 
But at the auction, Sanders succeeded 
in running the price up from an in- 
itial bid of $10 to $27.13 a share. The 
stock was bought by a private in- 
vestor, who already owned 150 shares 
of Eastern Life. 

Actually, Sanders’ method of dis- 
posing of the stock, while rare, was 
nothing new. As late as the 1920s, 
for example, stock auctions were no 
rarity at all. “In the Twenties,” re- 
calls stock market analyst Lucien 
Hooper, “auctions in Boston were the 
principal market for New England 
textile shares and for some bank 
stocks as well.” 

One broker who remembers them 
well is Frank A. Day of Tucker, An- 
thony & R. L. Day, Boston invest- 
ment bankers. “We used to have a 
stock auction every other week in the 
Twenties and Thirties,” Day observes. 
“But with the growth of organized 
stock exchanges and the develop- 
ment of the over-the-counter market 
they became less frequent. By the 
early Fifties we were holding them 
quarterly. Now almost never.” 
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The FORBES index 


Solid line is computed weekly and monthly, gives equal weigh! to 
five factors: 

1. How much are we prod 1g? (FRB prod index) 

3. on ay Cree aaa (BLS non-agricultural employ- 


JF MAM J J 
1960 


AS 0 ND 
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Are people 1 or saving? (FRB department store sales) 
How much money is circuloting? (FRB bank debits, 141 key 
centers) 

Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 
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July Aug. Sept. Oct. Nov. Dec. Jan. March = April May june July 


(prelim) 
165.0 
121.5 

99.8 
137.9 
175.7 
140.0 


Production 
Employment 


163.0 
120.2 
101.0 
139.0 
169.6 
138.6 


157.0 
118.9 
101.5 
138.0 
166.7 
136.4 


157.0 
119.3 
101.0 
131.1 
162.2 
134.1 


154.0 
118.9 
101.0 
132.8 
164.1 
134.2 


156.0 
119.3 
100.0 
132.5 
167.1 
135.0 


165.0 
120.4 
101.5 
136.2 
160.3 
136.7 


165.0 
120.7 

99.5 
129.2 
172.2 
137.3 


165.0 
121.4 
98.7 
142.0 
166.4 
138.7 


167.0 
121.4 
100.0 
130.8 
179.2 
139.7 


166.0 
121.4 
100.3 
133.1 
173.6 
138.9 





THE MARKET OUTLOOK 


September Song 


IF WE can remain in a neither-boom- 
nor-bust economy—and the die will 
be cast just about the time this col- 
umn appears in print—the chief price 
changes probably will continue to be 
within the market itself rather than 
the averages as such. In turn, these 
internal shifts in speculative styles 
will be most evident via special em- 
phasis on: 1) the unexploited com- 
panies with special dynamics, 2) the 
companies which are emerging from 
their own private readjustment. 

For example, Raytheon (around 
40 probably is nearing the end of its 
particular difficulties, for the com- 
pany’s problems do not revolve around 
the general business outlook. This 
year’s sales should reach a record 
$525 to $550 million, and the company 
is prime contractor for two of our 
most advanced anti-aircraft missiles. 
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by SIDNEY B. LURIE 


Moreover, Ray- 

theon has good 

basic diversifica- 

tion in the whole 

electronic spec- 

trum. But the 

promise has not 

been turned into 

profits, which this year will be less 

than last year’s $3.70 per share. The 

reasons are many, and include the 

fact that overhead costs got out of 

hand when the company was doubling 

in size between 1957 and 1959. 
Significantly, months ago the com- 

pany inaugurated a program of con- 

solidating facilities, eliminating high 

cost marginal operations and stream- 

lining production methods. Thus, the 

question is not one of direction, but 

one of timing. The paypoint of this 

program to increase efficiency and cut 


costs probably will become clearly 
evident in 1961, when the company’s 
$4 earnings potential should be on the 
way to realization. Thus, Raytheon is 
a candidate for tomorrow. 

Recently listed Torrington Co., 
around 40 and paying $2, is immedi- 
ately attractive inasmuch as there is 
growing recognition of the company’s 
89 year dividend record, its ability to 
finance a plant improvement program 
from within, its 22% pre-tax profit 
margin, its fast growing European 
subsidiaries. The earnings record is 
most impressive, with profits having 
reached $4.31 per share in the fiscal 
year recently ended, and having aver- 
aged roughly $3 per share in the past 
decade. Significantly, this profit level 
was achieved in the face of no bette 
than breakeven results—if that—in 
the company’s Columbia bicycle divi- 
sion. 

Torrington’s chief claim to fame lies 
in its two largest divisions: 1) Al- 
though not the biggest in the field, the 
company has a strong competitive 
position in the manufacture of anti- 
friction bearings, one of our fast grow- 
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Dated September |, 1960 


The First Boston Corporation 


Lehman Brothers 


White, Weld & Co. 








Kuhn, Loeb & Co. Goldman, Sachs & Co. 


Harriman Ripley & Co. 
Incorporated 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


August 31, 1960 


$125,000,000 


Republic Steel Corporation 
434% Sinking Fund Debentures Due 1985 


Due September 1, 1985 


Price 99% and accrued interest 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underu rilers are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed, 


Merrill Lynch, Pierce, Fenner & Smith 
Incorporated 


Eastman Dillon, Union Securities & Co. 


Kidder, Peabody & Co. 


Lazard Fréres & Co. Smith, Barney | &Co. Stone & Webster Securities Corporation 
Incorpora' 


Dean Witter & Co. 














How 5 saved me from 
an investment blunder 


From a Barron’s reader 


When a friend suggested I buy a certain stock, 
I thought it might be a good thing for me. 





That was some months ago. But before risking 
my money, I decided to look further. I asked | 
myseit; “How does this stock compare with | 
others in value?” 

So I took a trial subscription to Barron's 
National Business and Financial Weekly. This 
cost me only $5, and it has saved me hundreds. 

In less than a month, I saw a number of at- 
tractive investment situations in Barron's. Any 
one of them looked better for me than my 
friend's suggestion—and I picked one. 

I was right. My investment has gone up in 
value and pays me a good rewurn—while my 
friend’s stock has done poorly. Thanks to Bar- | 
ron’s I saved myself from a costly blunder. 

P.S.—I told my friend, and he's now a Bar- 
ron’s subscriber, too. 


No other business or investment publication 
is like Barron's. It is written for the man who 
makes up his own mind about his own money. 
It is the only weekly affiliated with Dow Jones, | 
and has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron's you are shown what, where and 
why the intrinsic VALUES are, behind current 
security prices. You get clear, well-founded in- 
formation. 

A trial subscription—17 weeks for only $5— 
brings you the investment implications of cur- 
rent political and economic events . . . the per- 
spective you must have to anticipate trends and 
grasp —— investment opportunities. 

See for yourself how important "s can 
be to you in the eventful weeks ahead. Try it 
for 17 weeks for $5 (full year, $15). Just tear 
out this ad and send it today with your check; 
or tell us to bill you. Address: Barron's, 392 
Newbury Street, Boston 15, Mass. F-915 
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Rt it ee a a 


UNIVERSAL MARION CORPORATION 


The Board of Directors of the 
Universal Marion Corporation 
has declared a dividend of 
thirty-cents ($.30) per share 
on the Common Stock of the 
Corporation for the third 
quarter of 1960. The dividend 
is payable September 29, 
1960 to stockholders of record 
September 9, 1960. The Board 
also has declared the regular 
quarterly dividend of $1.12 
per share on the 42% 
Convertible Preferred Stock, 
payable October 15, 1960, 
record September 9, 1960. 


M. C. Tomberlin 
Secretary 


MARION POWER SCULLIN STEEL 
SHOVEL COMPANY COMPANY 


8) 


—_—S—— tee 


SOUTHERN PIPE & me 
I 


‘ SUPPLY COMPANY : 


ing businesses. 2) It is the largest 


| factor in the industrial machine needle 
| field, a surprisingly stable high mar- 
| gin, business. While the company sup- 
| plies sewing machine needles to the 


textile trades, it is not subject to cus- 
tomers’ vicissitudes. Matter of fact, 
the use of fine gauge seamless hosiery 


| —the teen-age demand for bulky 


sweaters—have spelled a special sales 
stimulus. 

The different degree of market 
appeal possessed by these two com- 
panies illustrates an easily overlooked 
truism: stocks compete with each 
other for the security buyer’s dollars. 
In these professional markets, con- 
stant appraisal and re-appraisal of an 
individual company’s merits is a hall- 
mark of our times. As a result, it’s far 
more important to be “right” about 
stocks than about the averages. 

For example, well-managed Gen- 
eral Electric has been in the forefront 
of many exciting scientific develop- 


| ments. Furthermore, some of its divi- 


sions are “exploding” in the true sense 
of a growth company. But can specu- 
lative excitement be generated in a 
corporate empire which obtains over 
half its $4.3-billion volume from de- 
fense and consumer goods? Particu- 
larly when there have been cutbacks 
in the former, and poorer than ex- 
pected business in the latter? Or when 
there have been widespread reports 
of price cutting in heavy utility equip- 
ment, roughly another one-fifth of 
volume? 

The latter probably has been over- 
exaggerated. The company’s heavy 
utility equipment business actually is 
better than that of a year ago, and 
margins have been well maintained. 
The bottom of the utility ordering 
cycle came about six months ago, 
which means backlogs are building 
up to the benefit of 1961-62. In addi- 
tion, it’s unwise to overlook the fact 
that the company’s always profitable 
appliance division probably has the 
lowest breakeven point in the in- 
dustry. Thus, it seems fair to assume 
that this year’s earnings will come 
close to last year’s $3.17 per share. 
But is the stock particularly attrac- 
tive for new money? 

In contrast, a strong case can be 
made for the airlines inasmuch as: 
a) They are the only growth group 
not selling on a growth multiple. b) 
The industry has passed the heaviest 
period of jet introductory costs. c) 
There are strong signs of a more real- 
istic and cooperative attitude from the 
Civil Aeronautics Board. d) Not only 
are the major carriers entitled to a 
10%% return on their invested capi- 
tal, but the invested capital will grow 
as new jets come into service. e} Ob- 
viously, airline traffic is not vulnerable 
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to competition and should continue to 
grow. 

Pan American could be a very in- 
teresting speculation (around 20) in- 
asmuch as this year’s earnings should 
be around $1.75 per share, as com- 
pared with $1.17 in 1959. Further- 
more, Pan American is an indirect 
beneficiary of our proposed Latin 
American aid program—witness the 
fact that $50 million of the $191-mil- 
lion gross reported in the first half 
came from Latin and South America. 
This is a loss operation at the present 
time. 

Pan American has found that its 
jets have a sharply lower operating 
cost than piston-powered planes, and 
its full fleet of 53 jets will be in opera- 
tion early in 1961. Thirty-eight jets 
now are being operated. If the Euro- 
pean travel boom continues next year 
(travel today is one of our growth 
businesses), and Pan American gets 
the Pacific routes for which it has 
applied, 1961 could be the best year in 
history. 

Last month, President Romney of 
American Motors made a very apt 


comment when he observed that the | 


compact car reflects our national 
mood, a psychology of reason and 
realism. As everyone will recall, one 
of our most buoyant markets occurred 
in 1959—the year when giant auto- 
mobiles came out in vivid colors. 
Today, the national mood is probably 
one of caution reflecting a drifting 
economy. While there aren’t any 
dynamic forces, there conversely 
aren’t any air pockets. And this is 
leading to today’s super selectivity in 
the market. We're no longer in an 
environment where everyone is going 
to the A&P every day for their weekly 
shopping list. They’re filling in on the 
items as needed and as new “specials” 
are advertised. 

Can we remain in a neither-boom- 
nor-bust environment? Even though 
the springboard for a major business 
upturn isn’t at hand now, and isn’t 
likely to develop in coming months? 
Yes, it’s possible, for there are some 
unique elements of strength in the 
present situation. For example: 1) 
The tremendous boom outside the 
United States is spilling over to our 
industries such as copper. 2) There 
is greater stability to consumer buy- 
ing power than ever before, and it’s 


being channeled into different direc- | 


tions. 3) Our economy is not as vul- 
nerable as it was at past turning points 
when many excesses were crying for 
correction. 

The decline in paperboard orders, 


the weakness in sensitive commodity | 


prices, the lag in new orders for dur- 
able goods can’t be ignored. But the 
(CONTINUED ON PAGE 66) 
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136th Common Stock 
Dividend 


19, 1960. 

















A regular quarterly dividend of 
$0.90 per share on the Common 
Stock of the Company has been 
declared payable October 15, 
1960 to holders of record at the 
close of business on September 


PHILIP MORRIS 


INCORPORATED 


Cumulative Preferred Stock 
Dividend 


A regular quarterly dividend of 
$1.00 per share on the Cumu- 
lative Preferred Stock, 4% Se 

ries, and a regular ‘quarterly 
dividend of $0.975 per share on 
the Cumulative Preferred Stock, 
3.90% Series, have been de- 
clared, both payable on Novem- 
ber |, 1960 to the respective hol- 
ders of record at the close of 
business on October 14, 1960. 


HUGH CULLMAN, 
Treasurer 


New York, N.Y., 
Aug. 31, 1960 




















‘DIVIDEND NOTIC 


The Board of Directors has declared the 
following dividends: 


Preferred Stock 
A quarterly dividend of $1.0614 
payable October 1, 1960 
to stockholders of record 
September 9, 1960 


Common Stock 
A quarterly dividend of 30c 
payable October 1, 1960 
to stockholders of record 
September 9, 1960 


Robert W. Jackson, President 


Aldens, Inc. 











Canada Dry Corporation 
DIVIDEND NOTICE 
The following dividends have been 
declared by Board of Directors: 
Preferred Stock—A regular quarterly 
dividend of $1.0625 per share on 
. “* 25 Cumulative Preferred 
yable Oct. 1, 1960 to 
a ders of record at the close 
of business on Sept. 16, 1960. 
Common Steck—A quarterly divi- 
dend of $0.25 per share on the Com- 
mon Stock, of the value of $1.66% 
per share payable Oct. 1, 1960, to 
stockholders of record at the close 
of business on Sept. 16, 1960. 
Transfer books will not be closed. 
Checks will be mailed. 
J. W. REILty, Vice Pres. & Secy. 








” West Penn 


Electric Company — 
(Incorporated) ——————— 


Quarterly Dividend 
the 


COMMON sTOCK 


42¢ PER SHARE 


Payable September 30, 1960 
Record September 9, 1960 
Declared August 31, 1960 


NEW BOOK explaining: 


INDUSTRIAL 


OPPORTUNITIES 








WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 








Treasure Chest Land 


the UTAH, IDAHO, 
COLORADO, WYO- 
MING area so rich 
in natural resources. 





Write for FREE COPY 

Box 899, Dept. N 

Salt Lake City 10, Utah 
Inquiries held in strict confidence. 
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The Expanding World of 
GLASS FIBERS 


Versatile glass fibers “~~. Yo 
are one of America’s a | 
fastest growing raw <>— ~~ 


materials. They are 
stronger than steel, SS ..~ 
lighter than cotton, _——~—_—— 5— 
softer than silk, and ele ao 
offer many other ad- 
vantages. Our Monthly Letter studies | 
the exciting potentials and outlook for | 
this industry. It reports on the leading | 
fiber glass producers, shows how fast 
fiber glass sales have grown, and rec- 
ommends 3 stocks in the group for 
long-term investment. 


NEW AND GROWING MARKETS 

The commercially feasible applications 
of fiber glass appear unlimited. Our | 
Letter breaks down industry sales into | 
18 consuming groups. It points out | 
that consumption of glass textile fibers 
during 1950-59 grew at a rate of 22% 
compounded annually. A major fast- | 
Yao market for these fibers is rein- | 
orced plastics. Our Letter projects the 
growth of these plastics to 1965 in 9 | 
principal markets. Expected to be used | 
eventually in 90% of all small pleasure 
boats, reinforced plastics also have 
great promise in automobile manufac- 
ture, as well as many other fields. 


FORTHRIGHT ANALYSIS OF FACTORS 
Also revealed in the Letter is the mean- 
ing of competition as applied to this | 
industry, the factors which discourage 
newcomers to the field, how price com- | 
petition is governed by common sense, 
and why expected growth of demand 
should more than absorb reserve ca- 
pacity by 1963. 

6 LEADING COMPANIES 

In addition, there is tabulated data on 
the 6 companies that constitute almost 
the entire U.S. glass fiber industry. 
The 3 issues we now favor for long- 
term growth are recommended. Indi- | 
vidual studies on them are available in | 
a supplement to the Letter. 


150 CURRENT RECOMMENDATIONS 
Our Letter also includes statistical data 
on over 150 favored securities in a wide 
variety of industries. For your copy of 
this Letter, now available to investors, 
simply use the coupon below. 


GOODBODY &CO. 


ESTABLISHED 1891 
MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES | 

2 BROADWAY, NEW YORK 4) 


OFFICES IN 39 CITIES 





Please send me without cost your 1 | 
Monthly Letter FS-15. Please Print. 


NAME 











| bull market. 


| make the “good” 


| tude of about 15% 


| to above 680 twice. 


MARKET COMMENT 


Not So Easy Now 


INVESTORS, speculators and traders 


| should be reminded that conditions 
| have changed. As compared with re- 
| cent years, it is not so easy to make 
| big money in the stock market. 


Prices are higher, so there are 
fewer bargains. The economy is not 
growing so fast, so the “unearned 
increment” is lower. Brokers, the 
services and the commentators are 


| developing fewer ideas; and the per- 


centage of ideas which “make good” 
is smaller. The stock market is not 


| riding the same vigorous trend. 


That does not mean we are in a 
ruinous bear market. It simply 
means that we are not in a vigorous 
It means that, for most 
of us, capital growth through appre- 
ciation will be more gradual, and that 


| some of our selections will be frus- 


trating. To be successful, we must 

offset the “bad.” 
The proper approach to the prob- 

lem of common stock investments at 


| present, it seems to me, is to assume 
| that the market as a whole won’t do 


much either way for a while; and that 


| capital gains, if they accrue, will be 


in scattered specific issues and de- 
velop for specific reasons rather than 
stem from any violent general trend. 

If you look back over most any 


| chart of a representative common 


stock price average, you will observe 
that the list has been a prisoner of a 
rather narrow range since March 
1959. For example, the DJ Indus- 


| trials, an amazingly good measure of 
| prices in spite of all the theoretical 


faults in the construction of this 
average, have ranged between ap- 
proximately 596 and 688, an ampli- 
in 18 months. 
During that period the index has 
been down to 600 three times and up 
As this is writ- 
ten, it stands around 630. During 
this 18-month period, there has been 
a tremendous rise in the science 
issues, quite a deterioration in the 
rails and oils, and the utilities are up 


about 3% net. 


Stocks like Brunswick Corp., Uni- 
versal Match, Ampex, Texas Instru- 
ments, Diebold, Reynolds Tobacco, 


| General Foods, H.J. Heinz, Radio and 


American Home Products (to name 
a few) have put in a wonderful per- 
formance; but if you had happened 
to own Aluminum Co. of America, 
Amerada, Carrier, J.I. Case, Cham- 
piok Paper, Fibreboard, Ingersoll- 

Redd S.H. Kress, National Lead, 
Sinclair Oil, Standard Oil of New 
Jersey or United Fruit, you hardly 
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would be happy. 

It is interesting, 

too, to see how 

many stocks are 

selling almost ex- 

actly where they 

were quoted 18 

months ago. In 

my opinion, we are going to see more 
of this type of selective market. 

The problem is not “what will the 
market do,” but what stocks should 
one own and buy. And it is not an 
easy problem! 

In the previous issue of Forsgs, I 
mentioned the following issues as 
likely to do well: Douglas Aircraft, 
Lockheed, Garrett, United Aircraft, 
Southern Railway (primarily for 
yield) and Ranco Inc. (for growth). 
In this issue I would like to suggest 
a few more. 

Over the near-term, our old favor- 
ite Brunswick Corp. (72) looks inter- 
esting again. This company has been 
growing like a weed in the leisure 
time field. Earnings of better than 
$4 a share this year look possible. It 
is far more than a mere bowling 
machine company. 

Continental Baking (42), paying 
$2.20 per annum, offers a return of 
better than 5%. The stock is down 
from 55% last year. The company 
should earn better than $4.37 a share 
this year for the sixth consecutive 
12-month period. Sales should reach 
a new peak this year, and earnings 
in the second half of the year should 
be sharply higher than in the first 
half. Several new products are in- 
teresting. 

Servel, Inc. (14%) appeals to me 
as a short-term speculation. This 
stock probably is worth almost as 
much as it is selling for on the basis 
of the earnings of the old Burgess 
Battery Co., which it now owns. It 
still has a tax credit carry-forward 
to use up, and the idea that it may 
acquire another company should not 
be ruled out. The risk element looks 
small. 

F.G. Shattuck (18%) is a company 
that will bear watching. There has 
been a stirring in the policies of this 
old-line restaurant and confection 
company in the past year or so, and a 
better exploitation of the Schrafft’s 
name seems in prospect. This may 
take the form of motels, highway res- 
taurants and a more aggressive mer- 
chandising of Schrafft’s confections 
in supermarkets. Last year’s sales 
increased 9.1% to $61.6 million while 

(CONTINUED ON PAGE 66) 
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TO MEN AND WOMEN WHOSE INVESTMENTS TOTAL 
BETWEEN $8,000 AND $50,000 AND WHOSE CAPITAL 
IS INCREASING SLOWER THAN THEY HOPED FOR! 


Next to your good health there is probably nothing that is 
closer to your heart than a comfortable financial future, in 
aword ... security! Yet — 


There are an amazing number of in- 
vestors reading this article right now who 
are headed for continued frustrations in 
what their hard-earned money will do for 
them. Some of these men and women 
wake up with a start to find that time is 
rolling along faster than they realized ... 
yet their capital is accumulating slower 
than hoped for. 

When that realization hits, so many 
seem to find that their investments are 
not paying them a comfortable withdraw- 
al and, in addition, increasing enough to 
more than offset the shrinkage in the 
purchasing power of the dollar. 

The worst of it is, the problem may 
not be their fault at all! 

These people are intelligent. They read 
the proper financial journals. They have 
good brokers. The brokers supply them 
with unlimited information and free ad- 
vice regarding any number of securities. 
Or, the broker sells them on putting their 
money into a common pot of a mutual 
fund. But — 

When some of these good people look 
back over several years of investing, they 
are disappointed with the mediocrity of 
their progress. 

If you sometimes feel the same way, 
an answer to that problem may be more 
readily available than you think! 


PERSONAL SECURITIES 
MANAGEMENT FOR 
SMALLER ACCOUNTS 

Competent, private securities manage- 


COUNSELOR MILLS: 
+++ answer to a serious problem 
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ment has long been available to men of 
wealth. (Most millionaires would not be 
without it.) Personal, private securities 
management now is reasonably available 
to people of lesser means, to whom more 
comfortable future financial security is 
perhaps even a greater need. 

If you are such an investor, and if you 
have been doing some bedrock thinking 
about your future financial security .. . 
the following true stories may be of in- 
terest — 

Mrs. Clara Simmons is a widowed, 
middle-aged, salaried employee in Cali- 
fornia. Something over five years ago, 
Mrs. Simmons’ funds available for in- 
vestment totaled $10,000. At that time, 
Mrs. Simmons’ securities account (#W- 
006) began its history in a unique securi- 
ties management program. The program 
was tailored especially for people of nom- 
inal means who needed to make a steady 
6% spendable withdrawal from their se- 
curities accounts to supplement their in- 
come. In addition, Mrs. Simmons hoped 
her capital would increase faster than the 
shrinkage in the purchasing power of the 
dollar. 


WHAT HAPPENED? 

In Mrs. Clara Simmons’ first five-year 
participation in this plan, she made a 
regular withdrawal of $50 every month. 
(This is equivalent to 6% a year on her 
starting capital.) In addition to these 
withdrawals, during that same five-year 
period, Mrs. Simmons’ $10,000 capital 
grew to $13,091. 

Robert Easterling, a lumberman in 
Oregon had sufficient income for living 
expenses. He made no regular withdraw- 
al. His securities account (*#ML-10) was 
managed primarily with the objective of 
building up capital gain. During the same 
five-year period referred to above for 
Mrs. Simmons’ account, Robert Easter- 
ling’s inyestment of $32,826 increased to 
$61,853. 

In the same period of time, Roy An- 
drews of Cleveland (#PW-201) saw his 
securities account grow from $9,881 to 
$14,880. Henry Saunders, Baltimore 
(#HR-153) grew from $9,680 to $17,115. 
Harold Rankin’s account (#HG-05) in- 
creased from $10,000 to $15,755. Frank 
Norton’s account (#HR-284) increased 
from $14,245 to $32,176. 

Henry Dirkson, retired, living in Mis- 





HOW MONEY GROWS MORE 
FOR SOME PEOPLE! 


If one assumes there is some science to 
making money in investments, then if you 
are not already wealthy, but would like to 
be, the thing to do might be to see who 
has made money and how they made it. 
If there is some principle involved in suc- 
cess in investments, and if the same prin 
ciple has worked for almost everyone who 
has used it over a period of years... then 
the chances are favorable for you if you 
also apply this principle! 











sissippi (+ ML-2-905) withdrew $300 each 
month (5.6% a year). His account began 
in the plan with $63,990. In the same five- 
year period discussed above, Mr. Dirk- 
son withdrew $18,300. In addition to these 
withdrawals, his account increased to 
$107,746. 

(For reasons of privacy, names, of course,, 
are changed. Results are factual.) 


WHAT IS THIS PLAN? 
WHERE IS IT AVAILABLE? 

Author of this unique plan that offers 
investors with smaller and medium-size 
funds this professional securities man 
agement service is Mansfield Mills of La 
Jolla, California. Mills has been an in 
vestment adviser since 1938. Some years 
ago, Mills was head of an organization 
that published one of the larger financial 
advisory services from offices in New 
York. It was highly successful. However, 
as time went on, it became more appar- 
ent to Mills that it was not lack of infor 
mation that was the problem of many an 
intelligent investor with a small to me 
dium-size account. On the contrary, such 


MATHEMATICIAN BENITZ: 
...+ proof for every step 
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an investor was too often confronted with 
an almost hopeless abundance of infor- 
mation from reliable and well-meaning 
financial services and brokers. Often- 
times this wealth of information created 
confusion rather than help. 

Mills determined to do something 
about this situation. He decided to make 
available to investors of nominal means 
the same type of private securities man- 
agement that was previously available 
primarily to wealthy people. As one per- 
son told another and the word spread, 
the Mills management plan grew to 
where Mills now serves clients in almost 
every state and several countries abroad. 

Since the plan began, not one person 
who has ever participated in the Mills 
program for five years or longer has 
failed to see his or her securities account 
pay or accumulate a withdrawal of six 
percent a year . . . and besides that, see 
their account increase enough in addi- 
tion to grow comfortably faster than the 
shrinkage in the purchasing power of the 
dollar. 


WHY THE PLAN SUCCEEDED 

As in most professions, law, medicine, 
architecture or investment management, 
the foundation of success is that key ex- 
ecutive talent does the primary part of 
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the job personally! 

The Manager of Accounts for Mans- 
field Mills and staff is Paul A. Benitz. 
He is a higher mathematician by train- 
ing educated at Notre Dame, Stanford 
and Columbia. Several years. ago, Benitz 
codified certain fundamental principles 
for managing money in stocks with the 
objective of substantial gain. In a scholar- 
ly manner, he wrote the results of his 
research into a manuscript for a book. 
This book was never published. It may 
never be. Its content proved to be too 
valuable to the author, to Mansfield 
Mills and the clients he serves. 

Benitz developed this plan with the 
conservative nature of a mathematician. 
He demanded proof for each step, logic 
for each principle. Some of his research 
was carried back over fifty years of mar- 
ket facts and figures. 

These principles were not sensational 
new discoveries. Many had been known 
to serious-minded analysts for years. 
However, the manner in which these 
principles were codified into a practical 
plan was a development that some, who 
experienced the results, had never seen 
so soundly accomplished. 


A CERTIFIED AUDIT OF ABILITY 

The best way for anyone to draw 
his own conclusions about both the limi- 
tations and the merits of the Mills plan 
is to call at Mills’ offices in La Jolla and 
personally examine the records of any 
number of accounts he or she might wish 
to review. Mills invites such visits. How- 
ever, if that is not convenient, one way 
a person may judge the ability back of 
Mills management is to consider the rec- 
ord shown by the Mills Pilot Account. 
(See chart on this page.) 


Mills is quick to state that the record 
of the Pilot Account is not a reflection 
of what has been accomplished for clients. 
It is not an indication of what can be 
done in the Pilot Account or any other 
account in the future. But — 

The Pilot Account is not a theoretical 
account. It is an actual account. It has 
been managed since its beginning by Paul 
Benitz (Mills Manager of Accounts). 
The Pilot Account is operated for the 
two-fold purpose: (1) to make money; 
(2) to enable people who are investigat- 
ing the Mills plan to judge for them- 
selves the ability of the executive who 
will direct their accounts if they decide 
to participate in the program. (A certi- 
fied audit shows the Pilot Account in- 
creased from $6,705.64 to $57,824.78 in a 
little less than ten years.) 


HOW ACCOUNTS ARE MANAGED 
The stocks and cash of each Mills 
client remain in the custody of the client’s 
own broker. The client uses any New 
York Stock Exchange member firm he 
prefers. (Mills does suggest brokers, upon 
request, and will make all arrangements 
for clients who wish him to.) To place 
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his account in the Mills management 
plan, a new client merely gives his broker 
a form that designates Mills as his limi- 
ted power agent. This arrangement per- 
mits Mills to give buy and sell orders 
for the client’s account. It does not per- 
mit Mills to withdraw funds or securi- 
ties from the client’s account. Only the 
client has that right. 


GROUP MANAGEMENT 
PROMOTES EFFICIENCIES 

Under Mills management, each client's 
account is always independent of every 
other client’s account. There is no co- 
mingling of funds or securities. But, the 
position in each new account is gradually 
coordinated with others in a group of sev- 
eral accounts. After that, similar man- 
agement decisions can be made for the 
group as a unit. 

You probably see some of the advan- 
tages. Although individual accounts in 
the group may be comparatively small, 
the total group funds are substantial 
They justify the careful supervision and 
thorough attention that a professional in- 
vestment management team can give to 
a large account. 


Another unique feature of the Mills 
Group Management Plan is that it saves 
clients the % or % point extra cost of 
the odd-lot premium when it is advisable 
to buy less than 100 shares of stock to 
give the smaller accounts concentrated 
diversification in high priced stocks. 


SAFETY FACTORS 
FOR CLIENT’S PROTECTION 

The Mills plan offers several protec- 
tion features. No contract is required. 
Clients may cancel at any time . . . they 
are not committed to any time period. 
The client knows exactly what Mills is 
doing in his account at all times because 
the client receives a confirmation slip 
immediately from his broker each time a 
stock is bought or sold. 


WHAT IT COSTS 

Mills bases management fees on the 
size of each account. If an account 
amounts to $10,000 (in net equity value 
of stock or cash or both) the fee is $50 
for three months, or $200 a year. If the 
account is $20,000, the fee is $100 for 
three months, and so on. The minimum 
fee per quarter is $50. For accounts 
above $50,000, the fee is lower. All fees 
are fully deductible expenses for income 
tax purposes. 

As one man summarized it, in refer- 
ring to Mills service and management 
fees he charges: “All the Mills plan has 
to do for me is 2% a year better than 
I can do for myself. The peace of mind 
it gives me is a bonus.” 

And, as William Peter Hamilton, an 
early editor of the Wall Street Journal, 
once remarked: “In investment, as in 
everything else in life, in the long run, 
the professional will win oftener than 
the amateur.” 
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HELPING SOLVE 
PROBLEMS LIKE THIS 
1S OUR BUSINESS 

Anthony Bennett of Washington, 
D.C., purchased seven securities 
between 1946 and 1953. They cost 
him $19,977. By December, 1954, 
these seven securities had shrunk 
in value to $13,375. As Mr. Bennett 
expressed it: “I sort of fell in love 
with the stocks I bought and held 
on to them much longer than I 
should.” 

After Mills management began, 
all seven of Mr. Bennett’s stocks 
were sold. The net realized from 
them was $15,019. 

During the first two years of 
management, we bought. then later 
sold, eight stocks for Mr. Bennett. 
These eight turned out to be poor 
selections on our part. The net 
capital loss from these eight 
amounted to $289. Seven other 
stocks were bought for Mr. Ben- 
nett at various times. All seven 
were held in his account at the end 
of his first two years of manage- 
ment. Six of the seven showed a 
gain which totaled $6,282. One 
showed a loss of $14. 

In the first two years of using a 
policy of selling the poor-acting 
stocks and holding the stocks mak- 
ing gains, Anthony Bennett's ac- 
count (#DP-614) increased in value 
from $13,375 to $21,707. In other 
words, Mr. Bennett saw his $6,602 
loss position turn into a profit. His 
original seven stocks continued 
their relatively poor performance. 
Had they been held to the end of 
the two-year period under discus- 
sion, their total value would have 
amounted to only $14,825. 


We do not mean that Mr. Ben- 
nett could not have accomplished 
as good or better results himself, 
if he had taken the time to face 
his problem squarely and then 
had taken constructive steps to 
solve it. I think you also can 
solve a similar problem (if you 
ever have one) if you really 
make up your mind to whip it. 
However, helping solve problems 
like that is our business, 








MANSFIELD 
MILLS 


Dept. F-17, 8008-11 Jenner Street 
LA JOLLA, CALIFORNIA 
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A PERSONAL MESSAGE TO YOU... 


from MANSFIELD MILLS 


Of course, I do not know what your personal financial goals are for your future 
But, I do know they are important to you. For years it has given me gratification 
to help an increasing number of clients become more comfortable financially. 

Frankly, we do not plan to grow real large. That would defeat the efficiency 
and flexibility of the Plan. However, now and then our Program reaches a point 
where a new Group of people can be coordinated into the Plan. But — 

As the years have rolled along, certain facts have emerged. One is that experi- 
ence shows we can be of important help in building up financial results for some 
clients . . . but there are other good people whom we have no business trying to 
serve at all. You know how it is, people are different. For example — 

Almost everyone will put their lives in the hands of an airline pilot. Yet, when 
it comes to making decisions about investments of their money, it is difficult for 
some people to feel comfortable and relaxed in delegating responsibility. However, 
as you can understand, an arrangement that provides complete decision-making re 
sponsibility is an important part of the efficiency of our Group Management Plan 
And, putting the total job of making investment decisions, without procrastination, 
squarely on professional experienced shoulders is exactly what some people do want! 

We do not have a perfect answer to investing. Never expect to have. Many years 
of experience gives us great humility in respect to the problems involved in accom 
plishing important investment progress. But, long ago this Plan passed the horse and 
buggy stage. It is a proven thing. We and clients who have participated in this pro 
gram for several years have eaten the pudding. It works . . . and it pays! 


NOW THE IMPORTANT POINT TO YOU — 

Each of your investment dollars which you had a year ago, two years ago, or 
five years ago, was worth exactly the same as everyone else’s investment dollar at 
that time. If, since then, you are satisfied with your progress — stick with your plan 
You do not need us or anyone else! But, if time does seem to be slipping along faster 
than you realized, yet your capital is increasing slower than you hoped for, perhaps 
we can help you. 

If you think you might like to shift from your shoulders the task of constantly 
studying and sorting out facts and making decisions—if you think you would enjoy 
putting the whole job squarely on the shoulders of a professional investment manager 
—and let him manage your securities by the same principles he uses in managing his 
own money—then fill out and mail the coupon or send us your name and address 

You and I both know, no honest man can make any promises of what can be 
accomplished in the years ahead. And, we make no promises to you. But, it is con 
ceivable that your return of the coupon might put you in a position to enjoy more 
peace of mind, more safety and more comfortable future financial security than you 


ever thought possible. 7 A. 


Sincerely yours, 
Mansfield Mills 
P.s. I want to make it clear —- your use of theVcoupon commits you to nothing. It 
costs you nothing. No money is to be sent. It simply states you would like the 
explanatory booklet and that you wish to seriously consider whether or not you 
want to participate in a new Management Group. 

Sending the coupon implies no obligation on your part. But, it does re- 
serve a place for you in the new Group if, after you consider all the facts, you 
find it fits in with your plans to participate. Coupons will be recorded in the 
order in which they are received. 


THIS COUPON BRINGS YOU “RETIREMENT SECURITY PROGRAM” 


MANSFIELD MILLS ¢ Securities Management * Dept. F-17, 
~ 8008-11 Jenner St. * La Jolla, Calif. 


Please send me my complimentary copy. of the explanatory booklet ‘‘Retirement 

Security >. - 

This is 
I want to seriously 
CONFIDENTIAL INFORMATION 
(1) I depend upon my securities for some income as well as capital gains. 
() Capital gains is my main objective. My securities fund, including stocks and cash, 

amounts to about $ 


@ commitment. It implies‘ no obligation on my part other than that 
consider r or not this program fits in with my plans 


NAME 
ADDRESS 
cITry 














Candidates f 
37 stock spurs 


ECENT STOCK MARKET action 
highlights the profit. opportunities 
that stock-split candidites offer 
now. Stocks that split their shares often 
give investors an attractive opportunity 
to build profits in two ways. Split 
action usually stimulates new buying 
and bids prices up. And there is 
often an increase in cash dividends, too 


ISSUES TO BUY NOW 


UNITED'’s Research Staff has 

@ Specie! Study of 37 

fo announce stock splits. 

issues are 

now. These are strong, pros- 

where cts of a 

Sock split and larger cath dividends ofter 

you opp ity for both d income 
and profit. 


Yours with Month’s Trial 


----GIEp --—- 


Yes, lease send me your new Re 

“37 tes for Stock Splits’ one 
the next —y issues of the UNITED 
Reports on Business and Investments 
I enclose $1— Airmail $1.25 —in full 
payment. (This introductory offer open 
to new readers only.) FM-50 








likely 
x of these 
for 











Name_ 
Address. 
See 
UNITED BUSINESS SERVICE 


210 Newbury iW Boston 16, Mess. 








Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 

independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

= Making Market Profits—and Keeping 
em. 








FREE ON REQUEST 
Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . ..and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-79. 

MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 





| STOCK ANALYSIS 
| 
| 





by HEINZ H. BIEL 


The Final Quarter Counts 


Ir rr had not been for all the fanfare 
and the exuberant predictions for the 
soaring Sixties, one might say that 
this has been a generally satisfactory 


| year so tar. However, as it turned 
out, the American economy has failed 


to come up to the optimistic expec- 
tations which had sent the stock 
market zooming to a new record peak 
in the very first week of the new year. 
As a result there has developed an 
atmosphere of disappointment the 
effects of which are probably worse 
than the actual shortcoming. Busi- 


| ness sentiment is a highly potent eco- 











On page 10 
you saw the famous hands of 
Charles Goren 


. watched by mil- 
lions over ABC each 
week on “Champion- 
ship Bridge with 
Charles Goren.’”’ 
Like yours, Mr. 
Goren’s hands have 
the touch of every- 
day magic, thanks to 
Robertshaw Controls. 





nomic factor, even though it is not 
possible to measure it precisely. 


| Sometimes there is a better spirit 


when things turn out to be not as bad 


| as had been feared than when they 


are not as good as had been hoped. 

We are about to enter the final 
quarter, which for many corpora- 
tions determines the ultimate results 
for the entire year. What are the 
probabilities that sentiment will im- 
prove in the months ahead, that there 
will be a genuine upsurge in business 
activity this fall? Depending on the 
answers to this question, the stock 


| market, which has fluctuated within 











a comparatively narrow range all 


| year, will either surpass its January 


high or decline below the much- 
tested bottom of 600 in the Dow- 
Jones industrial stock average. 
Personally, I continue to view the 
stock market outlook with some 
apprehension, although basic eco- 
nomic conditions are not unfavorable 
and certain indices, such as the ratio 
of incoming orders to production, for 
instance, have recently shown im- 
provement. It must also be recognized 
that the Federal Reserve has taken 
significant steps to facilitate and to 
spur the seasonal upturn in business. 
Looking primarily at the stock 
market, I am concerned about the 
continuing deterioration of profit 
margins in the face of steady or even 
rising sales. If the fall upturn should 
be of less than seasonal proportions, 
fourth-quarter profits will also be 
disappointing and compare unfavor- 


| ably with a year ago, except of course 


| conditions, 


for those companies which were ad- 
versely affected by last year’s steel 
strike. Many corporations already 
have instituted drastic measures of 
retrenchment, but results rarely 
show up immediately. Under such 
a broad and sustained 
stock market advance seems im- 
probable. 


If and when the 
proposed merger 
of United Air 
Lines and Capital 
Airlines is con- 
summated, United 
will be the larg- 
est and perhaps 
strongest carrier in the country. 
Should this competently managed 
and consistently profitable company 
also be able to take advantage, for tax 
purposes, of Capital’s large losses, 
United’s earnings could rise steeply. A 
further factor in its favor would be an 
increase in coach fares for which 
application has been filed. For 1961 
I can visualize earnings of $5 a share 
or more which would make the stock, 
now selling around 32, seem very 
attractive. It must be realized, how- 
ever, that even the best stock in the 
highly regulated and fiercely compet- 
itive air transport industry must be 
regarded as “speculative.” 

While a trader is primarily inter- 
ested in market action and cares little 
about the fundamental position or 
prospects of a company, the investor 
must be concerned with intrinsic 
values. If he finds that a stock is 
relatively undervalued, after taking 
all factors into consideration, he 
should investigate whether this state 
of undervaluation is permanent or 
whether it is likely to be corrected. 

An example is The New York Air 
Brake Company (26) which appears 
undervalued. The reason seems to 
be that almost everyone thinks of 
New York Air Brake as being en- 
tirely in the railroad equipment busi- 
ness, an industry which is presumed 
to be destined to die a slow death. 
Historically it is true that this com- 
pany’s activity was centered in this 
uninspiring field; yet, at present 
brake products account for substan- 
tially less than 20% of sales. The 
great bulk of its sales is now ac- 
counted for by a broad range of 
hydraulic and high-vacuum pumps 
for a great variety of industries, in- 
cluding makers of aircraft and mis- 
siles, earth moving equipment and 
lift trucks, chemicals, power plants, 
light bulbs and electronic tubes, etc. 
The recently announced hydrostatic 
transmission system for off-the-road 
vehicles seems to hold considerable 
promise and is understood to be in- 
troduced initially in Yale & Towne 
lift trucks. 

New York Air Brake’s financial 

(CONTINUED ON PAGE 67) 
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Newest Value Line Oil Reports foresee a 


NEW TREND IN 


OIL STOCKS 


Long awaited turning-point 





believed near for “domestic integrated” companies, 


as earnings rise again. 


New Value Line research points to a decided 
turn for the better—for the first time in 3 years 
—in the Oil Stocks, among which many new 
buying opportunities are now beginning to 
take shape. 


To benefit most from recent developments 
are certain “domestic integrated” companies. 
Aided by the import quotas on crude oil, the 
domestic petroleum industry has been pulling 
itself together in a very positive manner: gaso- 
line prices are firming; the threat to the price 
of domestic crude oil seems about over, and the 
strenuous internal cost-cutting campaigns of 
the past two years will boost profits as product 
prices improve. 

These and other factors indicate that con- 


siderably improved earnings lie ahead for these 
companies. 


Reflecting the investment meaning of this 
bright outlook, no less than 10 Oil Stocks, out 
of all 1000 stocks under regular watch, now 
carry Value Line’s top ranking for “Probable 
Market Performance in the Next 12 Months.” 


As for the rest—CAUTION! In contrast to 
the top-ranking 10, many of the other stocks in 
this group are ranked well below average for 
market performance during the coming year. 


COMPLIMENTARY COPIES 


We will send you, as part of the Guest Subscription offer de- 
scribed below, the rr -y. ¥- Value Line Reports on the 
individual stocks in both the Oil Industry and the Natural Gas 
Industry. All in all you will receive full-page Reports on each 
of 80 stocks, among them: 

Amerada Anderson-Prichard 
Champlin Oil Cities Service 
Gulf Oil Imperial Oil 
Kerr-McGee Oil Lone Star Gas 
Panhandle EP L Pure Oil 

Royal Dutch Shell Oil 

Skelly Oil Socony-Mobil 

Sun Oil Texaco 


Buckeye 

Getty Oil 
Interprovincial PL 
Ohio Oil 

Richfield Oil 
Sinclair Oil 
Standard Oil (NJ) 
Tidewater Oil 


Under this offer, you will also receive—by return mail and 
without charge—“Investment Opportunities in the New Space 
Ae. a long-range survey of prospects for the Aircraft & Mis- 
sile, Electronics and Chemical Industries . . . plus the latest 
Value Line Summary of Advices on 1000 Major Stocks and 50 
Special Situations, with Value Line’s objective measurements 
of Probable Market Performance in the Next 12 Months, Qual- 
ity, Yield and Appreciation Potentiality over a 3- to 5-year pull. 


All these Reports will be sent to Paw without charge in con- 
junction with Value Line’s Guest Subscription offer which for 
only $5 (less than half the regular rate) ogg =< you the next 
4 weeks of complete service, including the following timely 
analyses, projections and recommendations: 


(1) “WHAT THE MUTUAL FUNDS ARE BUYING & 
SELLING” 


(2) Graphic analyses of “WHAT COMPANY OFFICERS AND 
DIRECTORS ARE BUYING AND SELLING"—weekly 


(3) 4 “ESPECIALLY RECOMMENDED STOCK-OF-THE- 
WEEK” Reports 


THE BUSINESS PROSPECT—weekly 
STOCK MARKET PROSPECT—weekly 
RECOMMENDED INVESTMENT POLICY—weekly 


BEST STOCKS TO BUY OR HOLD NOW for specific 
investment objectives 


VALUE LINE BUSINESS FORECASTER which shows 
the composite trend of 7 economic series whose turning 
points have consistently preceded cyclical turns in eco- 
nomic activity—weekly 


*%(9) Full-page ratings and reports on each of 300 addi- 
tional stocks 


(10) A NEW SPECIAL SITUATION ANALYSIS 
(11) SPECIAL SITUATIONS FOR HOLDING NOW 


(12) ALL SPECIAL SITUATIONS SOLD—scores of which had 
doubled and trebled. (For 20 years, the Value Line Survey 
has been recommending one Special Situation every 
month, regardless of the trend of the general market. The 
comprehensive record will be submitted to you under 
this offer.) 


THE SUPERVISED ACCOUNT REPORT, which gives 
adwance notice of all changes to be executed in the future 
in a real portfolio—supervised as a “model"’ account for 
the average investor. Also gives complete record of 20- 
year results to date 


WEEKLY SUPPLEMENTS and 


4 WEEKLY SUMMARY-INDEXES including the very lat- 
est Ranks and Ratings on all 1000 Stocks and more than 
50 Special Situations under constant year-round watch. 





ALSO FREE with this offer: Arnold Bernhard’'s new 


book (regular $3.95 clothbound edition) 


“THE EVALUATION OF COMMON STOCKS” 


In this lucid book the research director of the Value Line 
Survey explains the principles behind Value Line’s methods 
... why stocks are not always worth what they sell for 
how they are sometimes carried too high, sometimes too low 
by mass excitement ... how to project the normal value 
of stocks into the future. 











(In contrast to this $5 offer, the regular rate is $144 annually) 
To take advantage of this Special Offer, 
fill out and mail coupon below 


Name ; eee 
Address 
City . ___ State ae 


Send $5 to Dept. FB-161 _ 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by 
ARNOLD BERNHARD & CO., Inc. 
Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 
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WE SERVE 
INDIVIDUALS 


Busimest 
Many business firms and non-profit 
organizations have funds beyond 
the cash needed for normal opera- 
tions. Many of them are putting 
these reserve funds to profitable 
use by opening a savings account 
at Fidelity Federal Savings. 

Accounts may be opened by 
corporations, partnerships, credit 
unions, churches, charitable organ- 
izations, trustees and other groups. 
One organization may have several 
classifications such as building and 
endowment, pension, welfare 
funds, equipment reserves, etc. In- 
dividual accounts may be opened 
for each classification, each insured 
to $10,000. 

Accounts opened by the 10th 

earn from the Ist 


CURRENT 
RATE 
PER ANNUM 
DIVIDENDS PAID QUARTERLY 
Assets over $175 million 


Reserves over $16 million 


Fipeuity@ 
F 7 
1937 


SAVINGS & LOAN ASSOCIATION 
225 EAST BROADWAY 
Dept. 122 
GLENDALE 5, CALIFORNIA 
Just minutes from the center of Los Angeles 


WRITE FOR COMPLETE INFORMATION 


Please direct inquiries to: 
R. M. RIGGLE 
Asst. vice-president / Dept. 122 


Please send information about your 
association and latest statement... 


ADDRESS —— 





We factually measure the effect of 


‘ANI BONER SELING PRESSURE 


in the Stock Market! 


Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis. if not satisfied. 


LOWRY's REPORTS, Inc. 
250 PARK AVE. NEW YORK 11. N. ¥. 





FROM AS LITTLE AS $500 INVESTED 
IN REAL ESTATE SECURITIES 


write NOW bDeptT. B-10 


SIRE PLAN PORTFOLIOS, INC. 
115 CHAMBERS STREET, NEW YORK 7,N. Y. 
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INVESTMENT POINTERS 


Stocks in Decline 


SINcE my last article, the Dow-Jones 
industrial average again reacted to 
the 600 level for the third time this 
year. Again, it held that level, rallied 
to 640, and as this is written, is about 
630. During this period, there has 
been much to contend with, such 
as poor earnings, international ten- 
sion and domestic problems. There 
has been much backing and filling, 
with selected stocks making new 


| highs. Indeed, I think everything con- 


sidered, 


the market has made an 


by J. DONALD GOODWIN 


excellent show- 
ing. It is also in- 
teresting to note 
that twice during 
the past twelve 
months, New York 
Stock Exchange 
seats sold at 
$162,000; the first 
time around Christmas 1959, and 
again several weeks ago. This price 
represented the highest level since 
1936. It would seem to me that the 





Abbott Laboratories 

Alcoa 

Allegheny Ludlum 
Amerada 

Amer. Agric. Chemical 
American Chain & Cable 
American Airlines 
American Stores 
American Sugar Refining 
Anaconda 


Atchison 

Bendix 

Boeing 

Celotex 

Cities Service 
Combustion Engineering 
Continental Baking 
Continental Can 

Crown Zellerbach 
Douglas Aircraft 


Du Pont 

Ford Motor 

General Motors 

General Refractories 
Goodrich 

Great Atlantic & Pacific 
International Paper 
Kennecott 
Libbey-Owens-Ford Glass 
Lone Star Cement 


Montgomery Ward 
National Acme 
National Lead 

Pacific Finance 
Pittsburgh Plate Glass 
Phelps Dodge 

Pure Oil 

Reichhold Chemical 
Republic Steel 
Reynolds Metals 


Socony 

Standard Oil (N.J.) 
Standard Oil of Calif. 
Texas & Pacific Ry. 
Union Bag-Camp Paper 
Union Pacific 

United Aircraft 

United Gas Corp. 
Worthington Corp. 
Youngstown Sheet & Tube 


*Fractions ignored. {Plus stock. 





Indicated 
dividend 
65 $1.90 
74 1.20 
39 2.00 
62 2.00 
26 

46 

19 

70 

28 

53 


Recent 
price* 


23 
67 
33 
23 
44 
23 
4) 
38 
48 
33 


= 


m4 


leeysSheRs 
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present high value afforded a seat 
could be quite significant, the in- 
ference being that informed sources 
have confidence in the long-range 
market picture. 

Exactly one year ago, this column 
began to issue warnings about the 
high level of stock prices, and for 
some months thereafter repeatedly 
urged caution in making investments. 
During that time, short-term US. 
Government securities, high-grade 
bonds, preferred stocks, and the com- 
mon stocks of leading utilities, bank, 
and defensive industrial companies 
were strongly recommended. I am 
gratified those recommendations have 
worked out well. 

In the May 15 issue this year, this 


column stated: “It is my guess that | 


regardless of the outcome of the elec- 
tion this fall, that before the year is 
ended the trend of money will be 
easier and margin requirements will 
have been reduced.” This trend is 
now under way and I believe it will 
continue further. I think the chances 
are good that, before long, margins 
and the prime rate will be reduced to 
50% and 4%, respectively. Again, as 
I suggested in the May 15 issue, 
“Should these developments occur, 
an immediate bull market would not 
be indicated; however, the ground 


work will have been laid for the next | 


major advance.” 

Many uncertainties continue to 
exist, to be sure, such as: 1) Domes- 
tic competition has increased terrifi- 
cally and in all probability will 
continue to do so. 2) Foreign com- 
petition is more severe than at any 
time in history and undoubtedly will 
continue to increase. 3) Continued 
labor-management conflict. 4) Rising 
sales and declining earnings. 

However, I believe that in the case 
of a great many individual stocks 
(see table, p. 60) which have expe- 
rienced sharp declines (in some cases 
to where they were before their rise 
began), the time has arrived when 


many can be purchased at or around | 


their recent lows, with additional 
purchases warranted on any further 
moderate decline. This action could 
be taken regardless of the movement 
of the averages (which could recede 
somewhat below the 600 level, al- 


though I am not too sure of this). A | 


program of scale-down buying in 
many of the stocks in this list appears 
to be in order at this time. 

That further uncertainties, inter- 
ruptions and delays lie ahead, I am 
sure; nonetheless, it is my belief that 


the worst part of the decline is over | 


for many stocks and that a careful 
buying program in a selected list of 
good companies is fully warranted. 
Patience will be required. 
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PREPARE NOW FOR PROFITS IN THE 


Coming Electronics 
Rebound 


5 SPECIAL ISSUES TO BUY FOR LARGE, FAST GAINS 


Sometime within the next 30 to 60 days, we expect _another rebound in 
electronic stocks that will send certain issues surging to new high levels. 
The present consolidation period offers you, we believe, the last good buying 
opportunity in these issues that you will see in a long time. 


BIG GAINS FOLLOWED THE SEPTEMBER 1959 “BUY POINT” 


Some of the most s cular gains of the bull market have been made buy- 
ing certain kinds of electronic stocks during consolidation periods. Here are 
some examples of gains following the “buy point” of September 1959: 


Sept.1959 1960 High % Gain 


43% 190% 

. 47 162 244% 
ia ae 57 147% 
ae a . 47% 103% 117% 
Fairchild Cam. ... 200% 49% 


MORE BIG GAINS FOLLOWED THE 
FEBRUARY 1960 “BUY POINT” 


Last February was another money-making “buy point” in electronic stocks. 
Following their correction, the group advanced to new highs—and certain 
issues made tremendous gains. Some examples from that period: 


Stock Feb. 1960 1960 High % Gain 


Craig Systems ... +>. 5 21% 128% 
Guiton Ind. .. eee 59% 108% 
Infrared .... . 12% 29% 140% 
100% 
Loral .... --» SM& 102% 158% 


There are indications that the expected electronics rebound may already 
be getting under ~~ As it gathers momentum, we expect that two kinds 
of stocks will have the largest and fastest gains. You will find our specific 
selections in our new Report: 


“5S SPECIAL ELECTRONICS STOCKS FOR 
EXCEPTIONAL REBOUND GAINS” 


3 Little-Known “Genius” Stocks With Revolutionary New Products 
2 Advanced Science Stocks With Soaring Earnings 


Revolutionary new products have been responsible for the sensational rises 
in Texas Instrument, Polaroid and a host of others. The three “genius” 
companies in this Report all have such incredible new products or methods 
they may ultimately topple a “blue chip.” The first is close to solving one of 
civilization’s most basic problems. Another has recently made a tremendous 
break-through in optics...the third, a leader in a new, dynamic growth field. 


SOARING EARNINGS SIGNAL BIG PRICE RISES 


Few and far between are the companies with the management, finances and 
research genius to enable them to compound earnings at a phenomenal rate. 
Most have already been “locked up” by bargain hunting investors. But 
there are two in this new Report which we believe have been overlooked by 
the majority of investors. 


$ SPECIAL INTRODUCTORY OFFER 


You may have a copy of this new Report, along with our latest Evaluations on 
168 Leading Electronic Stocks, 2 issues of our SCIENCE AND ELECTRONICS INVEST- 
MENT LETTER, for just $1. Fill in and mail the coupon below, today. 


SCIENCE a2 ELECTRONICS 


INVESTMENT LETTER 
Babson Park, Mass. Published by Spear & Staff Inc. 


(© Check here if you prefer a 3-month trial at 
bet he! Leh FY ne pag Fy Ey the special rate of $25. (Regular rate $30.) 
CIAL Evecrronic Srocks For Larce 
Resounp Garns’’ (2) Your latest 
Evaluations of 168 Leading Electronic 
Stocks and (3) 2 issues of the bi- 
weekly service, the Science & ELEc- Y ZONE 
TRONICS INVESTMENT LETTER. 








ie Ae oe 82 


including 


STATE 
These offers are open to new readers only. 


ES1-6C 
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WHY WALL STREET 
JOURNAL READERS 
LIVE BETTER 


By a Subscriber 


I work in a large city. Over a period 
of time I noticed that men who read 
The Wall Street Journal are better 
dressed, drive better cars, have better 
homes, and eat in better restaurants. 

I said to myself, “Which came first, 
the hen or the egg? Do they read The 
Journal because they have more money, 
or do they have more money because 
they read The Journal?” 

I started asking discreet questions. 
I found that men who are well off have to 
have. the information in The Journal. 
And average fellows like me can win 
advancement and increased incomes by 
reading The Journal. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in seven cities 
from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 


Broad St., New York 4,N.Y. w#ywo9-15 


BEAN 


TRADERS 


You need analysis & answers to profit from 
big soybean market just ahead. Special 
report giving bull-bear factors and final 


summary ready soon. Report FREE with 
trial. Twice-weekly letter since 1954 gives 
exact buy-sell prices. Advice conservative. 
All trades closed. Get preofit-loss record 
1954 to date with trial. 


$2— 8 Current Letters 
Soybean Report FREE 


COMMODITY ADVISOR 
431 S. Dearborn ee 5, Ml. 


prices; 
thoroughly sold-out position, follow- 











by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00 
($50.00 annually, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 





Thorough ge of current & anticipated 
stock trends, stressing critical selectivity & 
careful timing efforts. aised by professional 
& eon investors & traders as a thoughtful, 
Poctctoa tical, he Palos a service (bi-weekly). 
ee ae Details 
ig tty A. recent issue from 
Sent F-10, vot re 91, Wall St. Sta., 
New York City 5, N. Y. 





The Interim Technical Review | 





TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Basement Shopping 


THE MORE I watch busy speculators 


| bidding for popular merchandise, the 
| more I find myself tempted to go rum- 
| maging on the bargain counter while 


their backs are turned. Of course, the 


| bargain shopper in the stock market 


must be very particular; also, he must 
be very patient, waiting for others to 


| appreciate the virtues of his choice. 


In return, he often finds compensation 
in sharply reduced initial risks and 
considerable profit potentials. 

To my mind, the object of a bar- 
gain hunt should meet at least two 


| basic requirements: on fundamental 


grounds, a combination of underlying 
values capable of supporting higher 
and on technical grounds a 


ing a deep and protracted price de- 
cline, with reasonably conclusive in- 
dications that the downtrend is about 
to reverse. 

This point it seems to me, is being 


| approached in the case of Freeport 


Sulphur (FT, about 25%), the second 
largest producer of sulfur in the 
world. At the low of last March (22), 
a three-year downtrend had cost the 
stock almost 50% of its 1957 peak 
value—not, of course, without reason. 
Sharp foreign competition has cut the 
company’s sales volume from $68 mil- 
lion in 1956 to $53 million in 1959. To 
compound its problems, Freeport’s 
nickel-cobalt subsidiary in Cuba, 
which had been counted on for profit- 
able diversification, was recently ex- 
propriated. So the company is back 
in the sulfur business with both feet 
instead of with only one. 
Significantly, however, the Cuban 
intervention failed to make much of 
a dent in the stock’s price action, and 
the quotation remains near the year’s 
high. This refusal to respond to ad- 
verse news by a stock whose back- 
ground may at first glance look some- 
what drab, should make one suspect 


that much of the 
floating supply has 
moved into what 
the Street calls 
“strong hands.” In 
fact, our Point & 
Figure chart sug- 
gests that an in- 
triguing technical 
position has developed. 

It should be clear from the direction 
that the decline has decelerated since 
of trend channels X-X, and Y-Y, 
late 1959. Actually, since January, 
most of the price action has taken 
place at 24-25; and, since April, the 
movement has been perfectly flat in 
the 23-26 range. Moreover, because 
the July low (23) rests above the 
March low (22), it has become pos- 
sible to plot a tentative, gently rising 
uptrend channel A-A,. If the exist- 
ence of this uptrend can be confirmed 
by a rally to 27, which would add a 
sequence of rising highs to that of 
rising lows, the reversal of the down- 
trend of the 1959 high would be made 
optically quite apparent on the chart. 

With the stock currently selling be- 
tween 25 and 26, a rise to 27 does not 
look like a practical impossibility. But 
the question remains whether the 
trend reversal that it would presum- 
ably trigger should be accorded more 
than passing attention. On the techni- 
cal evidence, it seems to me, the an- 
swer should be yes. 

For immediately practical purposes, 
to begin with, there is the fact that 
persistent supply has restrained all 
significant rallies this year at the 26 
line. Therefore a rise to 27 or better 
would indicate that the last of impor- 
tant liquidation had been absorbed, 
leaving the way open for establish- 
ment of a new trading range at some- 
what higher prices. 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange 
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A COMPACT STOREHOUSE 
OF INFORMATION FOR 
THE SERIOUS INVESTOR 


Here, in a single volume, are 55,000 basic facts | 


about 2,000 corporations listed on the New York 
and American Stock Exchanges. Perhaps never 
before have so many significant aids to sound 
investment decisions been made so readily avail- 
able. Contains countless clues to money-making 
opportunities. Before you buy—or sell—another 
security, you should fortify yourself with the facts 
and guidance in . . . 


FINANCIAL WORLD’s 
“STOCK FACTOGRAPH” MANUAL 


Completely indexed and written in non-technical 
language. Gives corporation history, sources of 
revenue, properties, market areas, financial posi- 
tion, earnings records, growth potential, dividend 
and stock split record, price range of stock, PLUS 
EXPERT INVESTMENT OPINION ON MORE 
THAN 1,000 OF THESE COMPANIES. 


ACT NOW— 
NO MORE EDITIONS THIS YEAR 


This is the 46th Annual Edition—proof of its | 


value to investors—and each one has been sold 


6-month 
WORLD's comprehensive 4-part Investment Serv- 
ice which includes 26 weekly issues of FINAN- 
CIAL WORLD, 6 monthly supplements of “‘In- 
dependent Appraisals” of up to 1,800 stocks, 
Personal Advice-by-Mail as often as once a week 
on any stock you inquire about that interests you 
at the particular time . . . ALL FOR $12! Addi- 
tional savings: all the above for one year only $20. 


30-Day Money-Back Guarantee 


Take your choice but return your order and pay- 
ment with this ad today—late orders may be 
delayed. 


57 Years of Service to Investors 


FINANCIAL WORLD 


Dept. FB-915 
17 Battery Place, New York 4, N. Y. 





Based on low margin requirements, commodity 
futures provide 14 times the profit possibilities 
of common stocks. Learn how to increase cap- 
ital and income in these fast-moving markets; 
how to safeguard funds with stops; how to 
use tax-saving helps. for free booklet 
and recent trading bulletins today. 


ouwanT FUE, OAS, 


25% MARGIN! | 


For leveraging funds, HIGH-REBOUND con- 
vertible bonds (at 25% margin) are superior to 
common stocks (at 70% margin) & warrants! 
or pl inv tactics & Rebound 
ratings on all major growth convertibles, use 
coupon below to order Karl N. Kaiser's latest 
manual “High-Rebound Convertible Bonds.” 
CAPITAL GAINS INSTITUTE, INC. 
Suite 208, 333 S$. Beverly Dr., Beverly Hills, Calif. 
I enclose $3; please send manual “High- 
Rebound Convertible Bonds” and FREE 2- 
month trial to follow-up service. 














| more immediate significance, 
| ever, is the company’s liquid position. 
| As of the end of 1959, FT held net 
| current assets equal to nearly $10 


| resourceful 


something like $50 million available | the market's close every Friday. Thus, your 
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Then, judging by P&F standards, 
the technical implications of the 1958- 
59 top reversal had been fully liqui- 
dated at the March low of 22. Note 
that the 11 columns of price-reversal 
action between columns 1 and 2 yield 


downtrend targets at 23-24 and that 
the subsequent trading range between | 


columns 3 and 4 yields a corroborative 
target at 22. Accordingly, we should 
assume that at 22 the downtrend from 
37 was completed. On similar grounds 


we can stipulate that the 1957 top | 
| reversal was fully liquidated at the | 
1957 low of 23 (not shown), so that, | 


in sum, there seems to be no technical 
reason for expecting another new low 
in the entire 1957-60 downtrend. 

As for the potential carrying power 


| of any emerging major uptrend, we | 
| can have recourse to tentative lateral | 


measurement of this year’s trading- 
range action, which would be com- 


pleted as a significant reversal base | 
| by a rally to 27. At its lowest meas- 
out quickly. Buy it at $5—or get it FREE with a | 
trial subscription to FINANCIAL | . 
| count 12 price-reversal columns (be- 


urable price level (23), we can now 


tween columns 5 and 6) and accord- 
ingly can place a tentative upside 
target at 35. From the next higher 
price level (between columns 7 and 
8) we can similiarly project a tenta- 
tive target at 40. Either of these tar- 
gets reaches well above the final 
downtrend line (Z), suggesting a po- 


tential major uptrend of sufficient 
| carrying power for a conclusive re- 
| versal of the three-year decline. 


On fundamental grounds it is pos- 
sible to visualize support for these 
projections over the longer term. Sul- 


fur is a basic raw material for modern | 


industry and demand for it should 


expand enough over the years to call | 8 


for eventual full utilization of Free- 
port’s resources and facilities. Of 
how- 


per share, far in excess of business 


| needs, considering sales were only 


about $7 per share. The company’s 
management is generally regarded as 
and aggressive; with 


for investment in new ventures, there 


| seems to be reason to anticipate de- 
| velopment of significant additional 


earning power. Meanwhile, profits 


pletion cash flow around $2.40, both 


down somewhat from 1959. The indi- | 
cated annual dividend of $1.20 a share | 


thus seems reasonably secure, yield- 
ing about 4.7% p.a., a fair initial re- 
ward for the bargain hunter’s patience. 
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2 | total cost is only $5. 
from the current sulfur business alone | 


should be adequate to supporting at | 
least current prices. This year’s earn- | | 
ings are estimated at about $1.80 a 
| share, with pre-depreciation and de- 


- 
| TRENDLINE CORP. 
82 Beaver St., New York 5, N. Y. 


Please send me the 264 STOCK 
CHARTS. I have enclosed $5. 





Are you 

looking for 

income now, 

income later 

...0F both? 

The Parker Corporation is distributor 


of mutual funds with two different 
goals: 


Incorporated 


Income Fund 


A mutual fund investing in a list of 
securities selected for current income. 


Incorporated 
Investors EST. 1925 


A mutual fund investing in a list of 
securities selected for possible long- 
term growth of capital and income. 


~———Send for free prospectus ———- 


| THE PARKER CORPORATION F-91 | } 
j 200 Berkeley St., Boston, Mass. 


l Please send me prospectus on: 





| © Incorporated Investors C) Incorporated Income Fund | 


| year high last month, rare indeed was | 
| the mutual fund that failed to profit | 


THE FUNDS 


Portfolios: 


WHAT’S THIS? NO UTILITIES? 
As utility stock prices moved to a 30- 





by it. According to the latest survey 
of 28 major investment companies by | 


| Arthur Wiesenberger & Co., utilities 
| are far and away the favorite target 
| by portfolio managers these days. In 
| the most recent quarterly analysis, | 


purchases of utility stocks totaled | 
$56.5 million. (A distant second were 
drug & cosmetics shares, with pur- 
chases of $29.3 million worth.) 

The Price Is Wrong. Rare though it 
was, however, it was not impossible 
to find a mutual fund with no utility 
stocks at all in its portfolio. One such 
was the Delaware Income Fund, the 
small sister fund to Philadelphia- 
based Delaware Fund (total assets: 





i | $94.3 million). Of its total assets of 


some $10 million, not a nickel was in- | 
vested in any kind of power utility—- 


| electric or gas—not a bond, preferred 
| or common stocks. Such indifference 
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1# you are interested in each $1 do 
the work of $100 or $1, FH 
should be interes: 


you 

in common stock WA’ 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may brin P as 

much as 1 or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

o> do you avoid the equally great 

which may follow Tnintelligent 
poe a in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these estions. you 

raised and 


should not miss eas ony wer 
ony full-len d—** 
SPECULATI MER its Tor COMMON STOCK 
WARRANTS" oa Sidney Fried. For your 
copy of this book detailing the full story of 
warrants, and a current list of 110 warrants 
ou should know about, send $2.00 to 
H. M. Associates, Dept. 
F-163, 220 FifthAvenue, New 
York 1, N. Y. or send for 
free descriptive folder. 


— ee 
Weystone 
GROWTH FUND 


A Mutual Investment Fund composed of se- 

curities selected for their possibilities of 

future GROWTH and increased income. 
>< For FREE descriptive Pro- 


spectus, mail this ad with your name 
and address to Dept. G-27 


THE KEYSTONE COMPANY 
50 Congress Street, Boston 9, Mass. 

















to the utilities, traditionally reliable 
dividend payers, seemed all the more 
remarkable for an income fund. 

Yet President W. Linton Nelson 


| thought there was nothing strange 
| about it at all. “When we say we’re an 


income fund,” said he early this month, 
“we mean we're an income fund. We 


| hunt for a 6% return on our money, or 
| better.” 
| far from the beaten track most funds 


The hunt takes Nelson rather | 


tread. This year, his trail has led to 
such things as a Sheraton Corp. 742% 
debenture, home-building Jim Wal- 


| ter Corp. 9% bonds and the like. “We 


hunt for things that are lesser known, 


| not things that are of lesser value,” 
| says Nelson. “It takes more digging, 
| and more sweat, since you have to 
| learn more to be sure.” 


As for the utilities, Nelson stoutly 


| insists he has nothing against them. “I 


like everything about them,” says he, 


| “but I can’t buy them unless someone | . 
| can tell me how to earn 6% or more | 


on them.” As the utility averages | 


_ climbed last month, nobody could. 


| Portfolios: 


GROWTH ... AND GROWTH 


| In tHE language of investment, few | 


words are kicked around with more | 


| certainty—yet with less agreement on 
| just what it really means—than that 
| handy little word “growth.” 


One prime example of how many | 


| are the approaches to growth is of- 
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LWA) BALTIMORE, MARYLAND 


OBJECTIVE: Possible long term growth 


of principal and income. 


OFFERING PRICE: Net asset value. 


There is no sales load or commission. 


REDEMPTION PRICE: Net asset value 


less 1%, 
Prospectus on request 


Dept. B 
10 Light Street’ Baltimore 2, Md. 











STOCK 


HANDBOOKS 


#1—101 GROWTH STOCKS 
(10-yr. adj. data) 


+2—HIGH-LOW PRICES 
( 10-yr. NYSEadj. stk. div.& split} 


#+3—DIVIDENDS EARNINGS 
(10-yr. NYSEadj. stk. div. & split) 


$1—EACH BOOK 
MARKET DIRECTION 


141 Sevilla-Coral Gables, Fia. 





(@MMERCIAL SOLVENTS 
Corporation 


DIVIDEND NO. 103 


A dividend of fifteen cents (15¢) 
per share has today been declored 
on the outstanding stock of 
this Corporation, payable on Sep- 
tember 30, 1960, to stockholders of 
record at the close of business on 
September 2, 1960. 

A. 8. BERGEN 
Secretary. 





August 22, 1960. 
—S———— SSS 


“USF&6 


Baltimore 3, Maryland 

The Board of Directors of 
United States Fidelity and 
Guaranty Company has de- 
clared a quarterly dividend of 
twenty-five cents a share on 
its $5 par capital stock, pay- 
able October 14, 1960, to 
stockholders of record Sep- 
tember 23, 1960. 

JOHN D. WILLIAMS 

















August 24, 1960. 





FORBES, SEPTEMBER 15, 1960 











FUNDS 
VS. THE MARKET 


fered by the Putnam Growth Fund. | 


Set up less than three years ago by 
the managers of the big Putnam Fund 
of Boston, the Putnam Growth Fund 
has grown from just $179,000 to $38.6 
million. Its net asset value per share 
has more than doubled to $13.45. But 
as the quarterly report issued last 
month made clear, its idea of growth 
stocks differed in key respects from 
popular conceptions of the term. 


The Putnam managers’ feeling about | 


electronics stocks, for example—most 
people’s idea of a “growth” industry— 
is quite simple: 
them. There are just three small elec- 
tronics companies in the portfolio: 
AMP, Inc., Cenco Instrument, New 
Hampshire Ball Bearings. These rep- 
resent just 5.5% 
“When you invest in electronics, you 
usually have to pay quite a high price 
relative to earnings,” explains Trustee 
George Putnam Jr., son of the found- 


er. “The prices also tend to depend too | 


heavily on defense contracts and a 
steady flow of technological advances. 


We'd rather not do so, especially since | 


there are attractive alternatives.” 
Among Putnam’s favored alterna- 


tives is regional growth. Regional re- | 
tailers (Winn-Dixie Stores, Thrifty | 


Drug Stores), are one example. Small- 
er utilities (Tampa Electric, Houston 
Lighting & Power) are another. 
Probable beneficiaries of population 
growth also claim its share of Put- 
nam’s assets. Thus, among the fund’s 
acquisitions in the latest quarter, 


Trustees Chairman Charles M. Werly | 


reported, were shares in Hudson Vita- 
min Products, Chicago Musical In- 
strument Co., Tampax, Inc. 


“The growth we’re aiming for,” says | 


George Putnam, “may not be so dy- 
namic, but we think it is more stable.” 
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“ESCALATOR MARKET” 


In a rising market, some people seem content to stand still and let the ‘ 
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“A Positive Investment Program.” 
—— why thousands of investors have turned to Investors Research to 
igger game in the stock market. Just mail the coupon below 


Discover for 
sharpshoot’’ for 


INVESTORS RESEARCH* 


ey reer (Dept. F-96) 


922 Laguna Street 
Santa Barbara, Calif. 


Name 
Address 


Please air mail 5 week trial sub- 
scription PLUS bonus bulletin 
discussed above. Enclosed is $1 


*Serving Investors in 50 States and 20 Foreign Nations. 








they tend to avoid | 


of total net assets. | 





POINT and FIGURE? 


. Maken 4 all the current interest in the 
“Point and Figure” method for profitable 
investing? When in doubt about the mar- 
ket, analysts and investors turn to the 
chartists. Why? Chartists tell what to do! 
¢ As Bob Randol, Financial Editor of the 
Fort Worth Star-Telegram reports: 
“Chartcraft puts themselves frankly 
on record, whereas some services stay 
enough on the fence at times to pro- 
tect themselves.” 


e To see what we are talking about, why not 
send for one of our introductory trial sub- 
age and FREE 64-page explanatory 
You will receive the next six issues of 
whichever service you are interested in: 


NYSE Service 

ASE Service 

COMMODITY Service 
© You will also geestes Seay first class mail the 
valuable 7, oles bs rtcratt 
Method of Pa =< Trading 
. See oes to “"buy on stop"’ _, use Tit 
loss" ste make maximum gains and pro- 
tect ouoat suet 


e Send $10.00 today for your trial subscription 
and free i e book. iow which service 
you want e to DE 


CHARTCRAFT, INC. 
(Division of Business eg yg | 
1 West Avenue, Larchmont, N. Y. 











For Investors 
Seeking Long Term 


GROWTH POSSIBILITIES 


This Mutual Fund seeks possible 
growth of capital and income by in- 
vesting in a diversified list of com- 
panies in many industries which 
are active in chemical science. 
Prospectus upon request from your dealer, or 
mail coupon below to: 
| F. EBERSTADT & CO. INC., ! 
! heasow and Distributor of Chemical Fund | 
1 65 Broadway, New York 6, N. Y., Dept. Fy 
1 Nome 
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CURRENT RATE 
ON INSURED SAVINGS 


Aize 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation’s largest savings 
and loan associations 


In 75 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them 

Corporation accounts are ac- 
cepted and insure 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 160 Million Dollars 


Rest Place To Save Since 88S 


Convenient postage-free mail service 
— SEND COUPON FOR FULL INFORMATION — 
P.O, Box F-2592, San Diego 12, California 


Name 





Address 
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.RUBEROID } 


Building and 
Industrial Products 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of 50 cents per share on the 
outstanding capital stock, pay- 
able September 15, 1960, to 
stockholders of record Septem- 
ber 2, 1960. 





0. A. MAGGIA 
Secretary 
August 23, 1960 


The RUBEROID Co. 
Dividends Paid In Every Year 
SINCE 1889 
COeeeseeseseseeseseseoeseees 








[LONG ISLAND LIGHTING COMPANY 





QUARTERLY 
DIVIDEND 


PREFERRED STOCK 
The Board of Directors has de- 
elared the following quarterly 
dividends payable October 1, 
1960 to holders of Preferred 
Stock of record at the close of 
business on September 12, 1960. 
Series Per Share 
Series B, 5% $1.25 
Series D, 4.25% $1.0625 
Series E, 4.35% $1.0875 
Series F, 4.35% $1.0875 


VINCENT T. MILES 
reasurer 











August 31, 1960 








e 
RADIO CORPORATION 
OF AMERICA 


Dividend Notice 


The following dividends have been 
declared by the Board of Directors: 


First Preferred Stock 


87% cents per share on the First 
Preferred Stock, for the period 
October 1, 1960 to December 31, 
1960, payable January 3, 1961, to 
stockholders of record at the close of 
business December 2, 1960. 


Common Stock 
A quarterly dividend of 25 cents 
per share on the Common Stock, 
payable October 24, 1960, to stock- 
holders of record at the close of 
business September 16, 1960. 

ERNEST B. GORIN, 

Vice President and T: 

New York, N. Y., September 2, 1960 
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lized and become a positive deterior- 
ating force. The real test of the econ- 
omy’s inherent strength is here now 


| and—as Sewell Avery discovered— 
there is no economic law which says 
| that sweeping recessions are a “must” 


for the nation. 
Dresser Industries (one of this col- 
umn’s unsuccessful recommendations) 
appears to have turned a market cor- 
ner around the 20 level. It’s difficult 
to get enthusiastic about the stock, 
however, even though the bottom 
probably has been reached in oil well 
drilling activities. This is because no 
real improvement in the oil business 
appears in prospect over the next year 
or so. 
Earnings this fiscal 


year could 


| be in the area of $2 per share which 


means the second half (and particu- 
larly the fourth quarter) will make 
very favorable comparison with the 
year earlier periods. The upturn is 
due to some big orders for gas trans- 
mission and distribution equipment, 
a segment of the business which has 
been quite good. Fiscal 1961 could be 
an even better year inasmuch as: a) 
The company is still in a cost cutting 
program. b) Whereas three of the 
subsidiaries this year may lose about 
$3 million, the next year should be in 
the black. The current $1.20 dividend 
rate appears secure. 

Incidentally, a recheck of the Amer- 
ican Steel Foundries situation indi- 
cates that U.S. Steel has postponed a 
test of the company’s pressure-pour- 
ing process until October. This year’s 
earnings will be equal to or slightly 
better than last year, which means 
profits in the area of $2.50-$2.75 per 
share. 

The reason for the cutback is the 
low level of railroad equipment buy- 
ing. At the turn of the year, for ex- 
ample, there were hopes that the rail- 
roads would order 70,000 freight cars 
as compared with 56,000 in 1959. Pres- 
ent evidence is that 1960 will see 
ordering of no more than 50,000 freight 
cars. The fact that the company has 
been able to do so well in the face of 
poor demand from its biggest cus- 
tomer is at least negatively encourag- 
ing. The stock seems to have turned 
a market corner. 
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per share earnings were up 32% to 
94 cents. In the past five years sales 
have gained at an average rate of 
5% and earnings an average of 6%; 
not exciting but perhaps suggestive 
of faster gains in the future. 

It may be pointed out that the up- 
ward momentum in prices for shares 
of electronic companies has slowed 
down. This may be significant. Many 
of them have been discounting too 
far ahead, and the certainty of growth 
for specific companies is not nearly 
as assured as optimists have assumed 
—even if the general thesis of the 
future of electronics is entirely justi- 
fied. Selectivity in dealing with elec- 
tronics issues is more imperative 
than in most groups, and intelligent 
selectivity is most difficult. 

The strength in the copper shares 
recently has been due in a consider- 
able measure to the bad news from 
Africa, an important producer | of 
copper. The price of the metal has 
been holding up better than the in- 
dustry had expected, and real prog- 
ress seems to have been made in 
keeping the price from running away 
in either direction. Recognizing that 
copper shares are speculative and 
cyclical, they would seem to be fairly 
reasonably priced even now. Ana- 
conda (51), American Smelting (56) 
and Inspiration Consolidated Copper 
(38%) appear to have merit. 

The continued weakness in the 
shares of the boat companies deserves 
comment. The industry seems to be 
passing through a period of consoli- 
dation, and it is not too pleasant. 
Too many small people got into the 
act, and some of them will have to 
be squeezed out. There was a ten- 
dency, too, to go toward boats and 
outboard motors which were too big. 
The industry is looking for moder- 
ately better things next year, but 1960 
has been tough. 

Some things to watch in the near 
future: 1) sentiment regarding the 
probable results of the elections (it 
will fluctuate and influence the mar- 
ket); 2) the extent of the recovery 
in steel operations (anything above 
70% between now and the end of 
November would be bullish); 3) the 
reception accorded new automobile 
models; 4) a possible further cut in 
margin requirements; 5) develop- 
ments in the ticklish Cuban situa- 
tion; 6) the effect on business of 
recent moves to increase the supply 
of credit and make interest rates 
lower, and 7) the effect of recent 
credit policies on the outward flow 
of gold. 
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(ConTINUED FROM PAGE 58) 


aspects are intriguing: 1) only 740,- 
000 shares of stock with a conserva- 
tively stated book value of $32.58 a 
share; 2) an excellent financial posi- 
tion with cash items of $8.5 million, 
more than twice total current liabili- 
ties; 3) relatively good earnings sta- 
bility with profits averaging $2.70 a 
share in the past decade; 4) a 25- 
year 
earnings may be around $2.25 to $2.50 
a share, the decline from last year’s 
$3.07 reflecting consolidation and 
product development expenses. The 





dividend record. This year’s | 


$1.60 dividend rate, providing a lib- | 
eral return of over 6%, is expected to | 


continue. 


What this company needs 
for 


a more favorable stock market 


appraisal is a change in its “corporate | 
image” to reflect the greatly lessened | 


importance of the railroad business. 


This may come to pass next year | 
when a change in name is expected | 


to be proposed to stockholders. 


Four times in the past 3% years I | 


have commented on Crowell-Collier 


Publishing (37) in this column, first | 


suggesting it as an interesting specu- 


lation on the ability of a new man- | 
agement to rebuild the company after | 
the demise of the magazine division | 
and to take advantage of a huge tax | 
loss, and then later calling attention | 
to the steadily growing investment | 


aspects of this stock. Performance has 
surpassed expectations. 
While it is a mathematical impossi- 


bility for the stock to continue ad- | 


vancing at the pace of the past year, 
prospects of Crowell-Collier are so 
promising that I can see no reason 
to alter my favorable attitude. Mac- 
millan Co., one of the great names in 
American publishing and now con- 
trolled by Crowell-Collier, may be 
merged before long. Under the par- 
ent’s capable and ambitious manage- 
ment, Macmillan 
materially better results than has 
been the case in recent years. Crow- 
ell-Collier also has shown astuteness 
in its radio broadcasting division 
which is likely to grow both in scope 
and profitability. 


should produce | 


| 
| 
| 
| 
| 
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The stock market is now beginning | 


to recognize more fully the greatly 


enhanced stature of Crowell-Collier 


and to accord it a market valuation 
which is more nearly in line with its 
achievements and its prospects of 
continuing growth. In order to pro- 
vide funds for internal growth as 
well as for acquisitions, it will be the 
management’s policy to retain all 
earnings and to pay dividends in 
stock only. 
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NEXT ISSUE: 


Man of Power. Long before Wall Street conceded that utilities were a growth 
industry, Phillip Sporn was running his American Electric Power like a true 
growth company. Next issue, Forses shows how he did—and still does—it. 


Forses, 70 Fifth Avenue, New York 11, N.Y. 


F-1206 


Please send me Forses for the period checked: 


0 1 Year $7.50 


( Enclosed is remittance of $... 


Single issue S0c 


( 2 Years $12 


CO) 3 Years $15 


(0 I will pay when billed 


O Renewal 


Pan American and Foreign $4 a year additional. 











ON THE 


TS BUSINESS OF LIFE 


Morale is when your hands and feet 
keep on working when your head 
says it can’t be done. 

—ApMIRAL Ben MOREEL. 


The people never give up their lib- 
erties but under some delusion. 
—EpMUND BurRKE. 


Facts do not cease to exist because 
they are ignored. —ALpous HUXLEY. 


Happy the man who has learned 
the cause of things and has put under 
his feet all fear, inexorable fate, and 
the noisy strife of the hell of greed. 

—VIRGIL. 


Culture is not just an ornament; 
it is the expression of a nation’s 
character, and at the same time it is 
a powerful instrument to mould 
character. The end of culture is right 
living. —W. Somerset MAvUGHAM. 


Let us show, not merely in great 
crises, but in every day affairs of life, 
qualities of practical intelligence, of 
hardihood and endurance, and, above 
all, the power of devotion to a lofty 
ideal. —TuHeEopoRE ROOSEVELT. 


I love the man that can smile in 
trouble, that can gather strength from 
distress, and grow brave by reflection. 
"Tis the business of little minds to 
shrink, but he whose heart is firm, 
and whose conscience approves his 
conduct, will pursue his principles 
unto death. —THOMAS PAINE. 


Service is the rent that we pay for 
our room on earth. —Lorp HALIFax. 


We cannot waste time. We can only 
waste ourselves. —Grorce M. Apams. 


Chance favors the prepared mind. 
—Louis Pasteur. 


They who give have all things; they 
who withhold have nothing. 
—Hinpvu PROVERB. 


Most powerful is he who has himself 
in his own power. —SENECA. 


Guard within yourself that treasure 
kindness. Know how to give without 
hesitation, how to lose without regret, 
how to acquire without meanness. 

—GEorGE SAND. 


68 


The disappointment of manhood 
succeeds the delusion of youth. 
—BENJAMIN DISRAELI. 


Neither great poverty nor 
riches will hear reason. 
—HeEnry FIELDING. 


great 


The friend of my adversity I shall 
always cherish most. I can better trust 
those who helped to relieve the gloom 
of my dark hours than those who are 
so ready to enjoy with me the sun- 
shine of my prosperity. 

—Utysses S. GRANT. 


B. C. FORBES: 


Too many business executives 
expect overmuch from subor- 
dinates, hate too little patience 
with them, forget that if a sub- 
ordinate were as capable as he, 
the subordinate should not be a 
subordinate. One _ invaluable 
qualification of a superior is 
ability to teach, to train younger 
men, to inspire them rather than 
depress them, to inculcate self- 
confidence, not to shake their 
self-confidence. Truly big ex- 
ecutives help others to become 
big. Little executives don’t. 
Jealousy, rife in many an or- 
ganization, betokens conscious- 
ness of inferiority. 


Hurnan society is based on want. 
Life is based on want. Wild-eyed 
visionaries may dream of a world 
without need. Cloud-cuckoo-land. 
It can’t be done. —H. G. WELLs. 


Without labor there is no rest, nor 
without fighting can the victory be 
won. —Tuomas a KempIis. 


The man who questions opinion is 
wise; the man who quarrels with facts 
is a fool. —Frank A. GARBUTT. 


Speech is the gift of all, but thought 
of few. —CAatTo. 


Unintelligent people always look 
for a scapegoat. —Enrnest BEvIN. 


Functionalism in architecture must 
not serve as an excuse for ugliness. If 
we do not live in beauty, surrounded 
by beauty, we shall lose the idea of 
beauty and with it the idea of good- 
ness. —Frank Lioyp WRIGHT. 


The crossroads of trade are the 
meeting place of ideas, the attrition 
ground of rival customs and beliefs; 
diversities beget conflict, comparison, 
thought; superstitions cancel one an- 
other, and reason begins. 

—Witt Durant. 


One who is too wise an observer 
of the business of others, like one 
who is too curious in observing the 
labor of bees, will often be stung for 
his curiosity. —ALEXANDER Pope. 


No great work was ever produced 
except after a long interval of still 
and musing meditation. 

—WALTER BAGEHOT 


Waste is worse than loss. The time 
is coming when every person who 
lays claim to ability will keep the 
question of waste before him con- 
stantly. The scope of thrift is limit- 
less. —Tuomas A. EpIson. 


Don’t be afraid to take a big step 
if one is indicated. You can’t cross a 
chasm in two small jumps. 

—Davin Lioyp GEORGE. 


Iron rusts from disuse; water loses 
its purity from stagnation and in cold 
weather becomes frozen; even so does 
inaction sap the vigors of the mind. 

—LEONARDO DA VINCI. 


Wear a smile and have friends; 
wear a scowl and have wrinkles. 
What do we live for if not to make 
the world less difficult for each other? 

—Georce ELior. 


The easiest thing of all is to deceive 
one’s self; for what a man wishes he 
generally believes to be true. 

—DEMOSTHENES. 





| More than 3,000 selected “Thoughts” 


| 


available in a 544-page book. Regu- 
| lar edition, $5. 
| 








A Text... 


Surely every man walketh in a vain shew: 


surely they are disquieted in vain: he heapeth 


Sent in by H. J. Stoddard, Louis- 
ville, Ky. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


them. 


up riches, and knoweth not who shall gather 


—Psatms 39:6 
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Dicrapher 


Now this secretary knows everything 


Her job is more important because she 
can do more work in less time using a 
Dix taphoneTIME-MASTER “and unique, 
red Dictabelt* 


non-erasable grooves 


records with fully visible, 
Transcribing is 
easy: A glance at the simple indication 
slip tells her how many letters to type and 
how long each one is. Corrections are 
marked precisely 
Her boss likes the TIME-MASTER’s easy 
operation. Four buttons on the mike con- 
trol the entire dictating process—dictate, 
playback, corrections and length. Ex ept 
for the talking, his thumb does it all. He 
concentrates on what he says 

Dictabelts cost only four cents each so 
he doesn’t re-use them. He has a fresh, 
clean surface every time he dictates. Re- 
cording is voice-perfect. 


THE SHORTEST DISTANCE BETWEEN 


IDEA AND ACTION 


She’s a genuine assistant—freed from 
a stenographer’s notebook by the TIME- 
MASTER system. Transcribing is easy be- 
cause she can control tone, volume and 
speed exactly as she likes. Because Dicta- 
belts record visibly, she always can find 
her place easily. 


Most automatic dictating machine. 
It’s easy to see why businessmen and their 
secretaries prefer the TIME-MASTER dic- 
tating machine. It saves so much time. T« 
find out how much time you’ll save, phone 
your nearest Dictaphone office for a free 


**show-me’’ demonstration. 


Dictaphone «0.00. 


Dictaphone, Time-Master, Dictabelt, registered trademarks of Dictaphone Corp., 730 Third Ave, N.Y. 17, N. Y.: 204 Eglinton Avo. E., Toronto, Canada; 17-19 Stratford Pi., London W. 1, Eng.; 4 Aderostrasse 4, Dusseidor!, Germany 
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Sheraton-Portland Hotel 
SYRACUSE, N.Y. 




















BALTIMORE, MD. 


er 


HOTELS WITH A DRIVE-IN WELCOME 
Sheraton Highway Inns are built and run by hotel 
people. Dividend for you: greater values every- 
where at no extra cost. The four above are superbly 
Sheraton — all air-conditioned for cool comfort, 


Sheraton Corporation shares are listed on the New York Stock Exchange 
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Sheraton-Syracuse Inn 





Opening Oct. 1 — Sheraton-Baltimore Inn 
located for convenient drive-in ease with free 
parking, offering you the savings of Sheraton’s 
children-free Family 
Syracuse, $8.75; 
$8.50; Portland, 


Diners’ 


Plan. Single rates from: 
$7.85; 


Drive in soon. 


Binghamton, 
$8.85. 


Baltimore, 


Club Card honored for all hotel services 


+“ 
cc 


the proudest name in 


HOTELS 


For Reservations by 
the new 4-Second 
Reservatron or 
Direct-Lin letype 
Call your nearest 
Sheraton Hote! 


EAST 
NEW YORK 
Park-Sheraton 
Sheraton-East 
(the Ambassador) 
Sheraton-Atiant 
Sheraton- Russell 
BOSTON 
Sheraton-Plaza 
WASHINGTON 
Sheraton-Cariton 
Sheraton-Park 
PITTSBURGH 
Penn-Sheraton 
BALTIMORE 
Sheraton-Beivedere 
Sheraton-Baltimore inn 
opens October, 1960 
PHILADELPHIA 
Sheraton Hotel 
PROV! DENCE 
Sheraton- Biltmore 
SPRINGFIELD, Mass 
Sheraton-Kimball 
ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACUSE 
heraton-Syra 
BINGHAMTON, N.Y 


Sheraton | 


MIDWEST 
CHICAGO 
Sherator 
Sherat 
DETROIT 
Sherat 
CLEVELAND 


Sherat 


se Inn 


ST. LOUIS 
herat f 


| DIANAPOLIS 

‘ L 
FRENCH tien ind. 
RAPID iy, $.0 


herat 


SIOUX cn ’ , , lowe 
rat v 


¢ hers tor 

SIOUX FALLS, 5 0 
Sheraton -( f 
Sheraton-( 


Cepan, RAPIOS, lowa 


SOUTH 
LOUISVILLE 
Sheraton H 


new ORLEANS. 
heraton-Ch 
MOBILE, Alabama 


Sheraton-Battle H 


WEST 
san FRANCESCO 
Palace 
L0s. ANGELES 
herat Wes 
PASADENA 


1-Sheraton 


HAWAII! 
HONOLULU 
Royal Hawaiian 
Royal Manor 
Princess Kawul 
Moana 
SurfRider 


CANADA 

MONTREAL 
Sheraton-Mt. Royal 
The Laurentien 


King Edward Sheraton 
NIAGARA FALLS, Ont 

Sheraton- Brock 
HAMILTON, Ont 

Sheraton-Connaught 


OVERSEAS 
ISRAEL 

TEL AVIV 
Sheraton-Tel Aviv 
opens March, 1961 
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